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THE JANUARY 1965

This issue reports
key developm ents from
December meetings

Decisions affecting m ost m em bers w ere reached in D ecem ber m eetings of several
m ajor com m ittees — the executive com m ittee, and th e com m ittees on auditing
procedure, F e d eral taxation, and m anagem ent of an accounting practice. This
issue has been h eld open to present the news of these decisions as fast as
possible; hence it becom es the January issue and it includes th e m aterial p re 
pared for T he D ecem ber CPA.

Executive com m ittee F or m any m onths th e m anagem ent services com m ittee has grappled w ith a
approves proposal perplexing problem : F ew practitioners can provide a staff th a t’s expert in all
f o r referral system in th e phases of m anagem ent services. W hen a practitioner diagnoses a client need
management services w hich he can’t fill in th e MS area — say for an inventory control study — he
w ould like to tu rn to another m em ber of his profession w ho is expert in th a t
field. B ut to w hom should he turn? and how can he be reasonably sure th a t his
client relationship will be safeguarded?
T he MS com m ittee finally decided th a t th e In stitu te should act as a confidential
clearinghouse for m em bers’ referral needs in th e m anagem ent services speciali
ties. T he system as proposed doesn’t solve all th e problem s — b u t the executive
com m ittee thinks it should be a good sta rt and has given a green light to
setting u p the system. F o r th e details, see th e story on page 5.

Committees take T he com m ittee on auditing procedure m ade progress on several item s on its
actions in agenda, th e agenda described m ore fully on page 16. T he com m ittee:
auditing . . . • A pproved for exposure a d raft of “Specim en F inancial Statem ents for C on
tractors.” T he statem ents, p rep ared by the ad hoc com m ittee on contractor
accounting and auditing, will be issued as p a rt of a single publication w hich
will also include “G enerally A ccepted A uditing Practices for C ontractors” and
“A uditing in th e C onstruction Ind u stry .”
• Set rules for a forthcom ing survey of w arehouse a u d it procedures.
• Discussed various m atters relating to u n a u d ite d financial statem ents and as
signed a subcom m ittee to investigate problem s in th e area.
• G ave p a rtial approval to th e proposed statem ent on auditing procedure dealing
w ith “com petent evidential m a tte r for long-term investm ents.”
Revised an earlier d ra ft of a proposed statem ent on auditing procedure dealing
w ith ‘le tte rs for underw riters.”

. . . in taxes T he executive group of th e com m ittee on F ed eral taxation has approved th e final
d raft of proposed legislative recom m endations for am endm ents to th e Internal
Revenue Code. T he recom m endations w hich will be stressed deal w ith:
( a ) liberalization and im provem ent of the “K eogh” provisions regarding
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Retirement Benefits and Self-Employed Individuals; (b ) simplification of
Chapter C regarding Corporate Distributions and Adjustments, with emphasis
on collapsible corporations and net operating loss carryovers; (c ) simplification
of provisions dealing with changes in methods of accounting, and (d ) re
enactment with important improvements of the provisions relating to taxation
of unearned income and deductions for estimated expenses.
A subcommittee of the tax committee has agreed to prepare voting drafts of
three more statements on responsibilities in tax practice concerning compliance
with administrative determinations of prior years, ignoring questions on returns,
and knowledge of client’s omissions.

. . . in m a n a g em en t o f
an accou n tin g p r a c tic e

The MAP committee has taken on several new projects designed to help CPAs
with practical management problems in serving their own firms. It agreed to:
(1 ) compile a bibliography of a broad range of publications which would
constitute a “practitioner’s library”; (2 ) prepare and test a questionnaire to find
out what factors determine compensation — for both the staff and the partners
of a firm; and (3 ) write a series of articles on practice management on various
subjects, such as practice development.

. . . in
accou n tin g r e s e a r c h

The Accounting Principles Board has approved two new research projects — on
income and retained earnings and on the concept o f materiality. The accounting
research division’s publication plans for the coming months call for three
completed research studies: the inventory o f generally accep ted accounting
principles for business enterprises (around March 1 ), pension plans (shortly
thereafter), and income taxes (mid-1965).

S p e c ia l c o m m itte e
d riv es to c o m p le t e
its study

The special committee which is considering the operations of the Accounting
Principles Board and the status of its Opinions has been hewing to a hard
schedule — a schedule which should result in a final report to the spring
meeting of Council. The committee’s interim recommendations, unanimously
approved at the fall meeting of Council, fulfilled the part of its original assign
ment regarding how members should treat any departures from APB Opinions in
their reports. Now the committee is considering whether this treatment should
be formalized in the Code of Professional Ethics and whether changes in any
phase of the APB’s operations would be desirable.
Due to the sudden death of Chairman William W. Werntz, Carman Blough
was asked to join the committee as a member and J. S. Seidman has assumed
the chairmanship.

R eso lu tio n o n
Mr. W erntz ’ d e a th

The executive committee passed a special resolution recording its sorrow on the
death of Mr. Werntz. The essence of the resolution and a record of his many
accomplishments for the profession are presented in an obituary in the January
Journal. As the resolution noted, it was symbolic of his service to the profession
that he was fatally stricken while en route to an Institute committee meeting.

System for MS referrals approved;
AICPA to maintain lists of practitioners
Your client has a management
problem, say in inventory control
or sales forecasting. You may lack
the expertise to advise him in that
specific area of management serv
ices —but you know that other
CPA firms should have the an
swers.
How can you turn to them —
with reasonable assurance — for
assistance on a special problem?
Soon you should be able to do it
through the Institute.
A system of referrals of man
agement services within the pro
fession, to be started and main
tained under the auspices of the
AICPA, has been approved by
the executive committee.
The service is to be established
by compiling an unpublished li s t 
ing of AICPA member firms
which consider themselves com
petent in specialized fields of
management services and are will
ing to accept referrals.
The referral machinery envi
sioned by the committee em
braces a service by one Institute
member to another and/or to the
client of the latter. The service
could, in some cases, be limited
to a consulting arrangement
whereby the referred member
would, in effect, be engaged by
the referring member to advise
and prescribe certain procedures
which would be undertaken by
the latter.
In most instances, acceptable
standards of practice and the de
gree of responsibility required for
competent professional manage
ment services will require the re
ferred member to have contact
with the client and to work on
the client’s premises.
In developing suita
ble machinery for re
ferrals, the commit
tee on management services was
faced with a major obstacle: the
A m ajor
obstacle

fear of encroachment. Most mem
bers who responded to a ques
tionnaire had indicated that al
though they were interested in
and even desired a referral mech
anism, they would require assur
ances — beyond those provided
by the Code of Professional E th
ics — that their existing client
relationship would not be dis
turbed.
Among the approaches consid
ered by the committee to this
problem were:
1. A system based on elective
rather than mandatory assurances.
2. A system embodying time
limitations, limitations on scope,
and arrangements for approval by
the referring member before the
specialist could undertake any
added engagements.
These approaches had to be
abandoned because of legal ad
vice that no assurances, written or
oral, would be binding in a court
of law, and “it was deemed highly
undesirable to give the referring
member a semblance of security
when in law it does not exist.”
The only feasible
solution, the com
mittee felt, was an
unpublished directory. The com
mittee believes a referring mem
ber’s personal knowledge of other
members’ competence in a special
field offers the most effective basis
for referrals. It decided the me
dium for referrals should enable
referring members to identify and
contact member specialists willing
to accept referral engagements.
T he feasib le
solution

Q. H ow w ill the special skills
be classified?

They will probably be broken
down into particular skills under
such broad categories as: indus
trial management, organization

and personnel, data processing
and operations research.
Q . H ow w ill the system work?

The listing will be maintained
by the Institute's management
services staff. Upon receiving an
inquiry, the staff will check to
determine if the inquirer is a
member in good standing and
that the skill requested can be
correlated to the established
classification. The inquiring mem
ber will receive a list giving the
names of all member firms, locat
ed in the inquirer’s geographical
area, which claimed competence
in the particular skill requested
and which had indicated a will
ingness to consider performing
the requested service. This list of
firms will carry a caveat to the
inquirer which disclaims respon
sibility on the part of the Ameri
can Institute of CPAs for deter
mining the competence of the
member specialists listed.
Q. W ho w ill be listed?
Only members of the Institute
in good standing will be listed.
A member who wishes to be
listed would agree to provide the
information regarding referrals re
ceived by him necessary to moni
tor the operation of the service.
Q. H ow w ill the system be eval
uated?
The management services com
m ittee will have the responsi
bility of monitoring the effective
ness of the service in terms of its
value to membership.

Tax Practice Binders
Are Available
Binders for the Statements on
Responsibility in Tax Practice
series are now available and
may be ordered from the In
stitute at $3 each.
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THOMAS D. FLYNN

The Problems With Accounting Principles
T here has been a good deal of

loose talk to the effect that
there is an extremely wide range
of accounting principles in our
business system — presumably
available for corporate manage
ments to pick and choose in order
to produce almost any net income
( or net loss) they would like.
There are charges of double
standards of accounting and dou
ble dealing with investors.
This is a major distortion of
what the real facts are — a dis
tortion which can only make it
more difficult to reach intelligent
and lasting solutions of our prob
lems.
Of course we have problems —
a number of them. They must be
faced and solved by the account
ing profession — public, private
and academic — and by important
groups in our business and finan
cial society, including the SEC,
and other governmental agencies.
Since circumstances continually
change, we must solve some
problems merely to stay even.
And we must do much more to
make the progress we should. In
our complex and dynamic society,
new problems will arise to take
the place of those old problems
we solve, and new situations will
outmode old solutions.
Despite problems yet to be re
solved, we should not lose sight
of how much has been accom-

President Flynn has been
speaking to state society
meetings recently about
the professions prospects
and problems. This column
presents excerpts from his
remarks on the accounting
principles effort.
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plished over the last thirty years,
making investors in American
companies the best informed in
vestors in the world. Despite the
existing differences in accounting
principles, financial statements of
American companies listed on our
exchanges are generally well
within the range of useful com
parison.
In considering the nature of
our accounting problems, I would
divide the hoped-for solutions into
two categories: (1) those which
would eliminate alternative ac
counting principles which are still
presently acceptable, but are per
haps less desirable; and (2) those
which would introduce new prin
ciples to replace or modify exist
ing generally accepted accounting
principles.
R educing present alternatives

In the first category we need
to establish priorities. For exam
ple, we should assign a lower pri
ority to such problems as valua
tion of inventories on more than
one basis —Fifo vs. Lifo; and use
of various methods of deprecia
tion — straight-line, unit-of-pro

duction, and sum-of-the-years
digits. The importance of these
differences in comparability has
generally been exaggerated. A
higher priority should be given
to other problems in this group,
such as: accounting for business
combinations ( that is, pooling
of interests vs. purchase account
ing), allocation of income taxes
between periods, accounting for
pension costs, consolidation of
subsidiaries, and conversion of
financial statements from one cur
rency to another.

It is only with reference to this
first category of problems that we
may properly complain of too
many acceptable alternative ac

counting principles. Only with
respect to this group of problems
would the investor be better
served, and the comparability of
financial statements improved, by
a reduction in the alternatives.
And even here the solution may
lie in defining precisely the cir
cumstances to which particular
alternative accounting principles
apply — rather than in eliminat
ing all but one accounting prin
ciple.
For example, in some situations
an accelerated method of depreci
ation may be clearly superior to
the straight-line method. In other
situations, the reverse may well
be true. The task, of course, is to
provide criteria for reaching a
decision.

Introducing new principles
In the second category of prob
lems — at least as important as
those in the first category — the
solutions we are seeking require
us to break new ground. This
could well increase the number
of acceptable accounting prin
ciples available.
For example, the APB is study
ing research and development
costs. The great bulk of such
costs are written off currently as
they are incurred by American
industry. The problem arises, of
course, because research and de
velopment costs are incurred in
one period in the expectation
that they will benefit another
period. In other words, we are
searching for a better method or
methods of matching costs and
revenues, to replace or modify an
accounting principle which is now
almost uniformly applied in finan
cial statements of companies
whose securities are listed on our
stock exchanges.
Similarly, the study on report
ing the financial effects of pricelevel changes seeks to introduce

a new accounting principle which
would modify the historical cost
principle, a principle which at
present is almost uniformly ap
plied. If changes in the price

levels are accounted for — as I
think they should be — it will
probably be as an addition to,
and not as a replacement of, the
historical cost principle.
Many people go much further,
and advocate substitution of eco
nomic values for the cost prin
ciple in a variety of situations.
Great practical difficulties stand
in the way of the adoption of ac
counting for assets in terms of
their economic values. Nobody
has yet come forward with a prac
tical method of implementing the
substitution of economic values
for cost in, say, the oil industry or
other extractive industries. I cer
tainly am not arguing against
serious and careful study of the
use of economic values in the
balance sheet where appropriate.
But even if a solution is finally
successful, it will probably be
applied only in selected situa
tions and in certain industries. If
this method can ever be worked
out on a practical basis with the
necessary safeguards, we will
have more rather than fewer ac
ceptable accounting principles in
existence.

N eeded: Inspired players
If we are to realize our longrange hopes for the profession’s
future, we must deal success
fully with our present problems
as to what should constitute
generally accepted accounting
principles. Oral Luper of Stand
ard Oil Company of New Jer
sey, and a member of the APB,
summarized it well at the annual
meeting of the Financial Execu
tives Institute last October:
“The [Accounting Principles]
Board has a tough and complex
game to play, and what is
needed is not more spectators,
but more inspired players with
the will to win —in fact, we need
the full human resources of the
accounting profession, including
those in industry, and the active,
sympathetic support of the en
tire business community.”

What can CPAs do in state legislation?
Conference gives some experts' ideas
What do state legislators think
of accountancy laws? Here are
the views of one legislator: “Ac
counting activity affects the pub
lic welfare, and therefore licens
ing laws are justified. The great
expansion of industrial activity,
increasing every day, strengthens
the need for legislation to prevent
fraud, to prevent incompetence,
and to limit confusion in the pub
lic mind. To achieve this goal the
accounting profession must be
vigilant, must be determined, and
must know the legislative proc
ess.
These were the words of the
Honorable Joshua Eilberg, a mem
ber of the Pennsylvania House of
Representatives, in his luncheon
address, “A Legislator Views the
CPA’s Problems,” given at the Na
tional Conference on State Legis
lation held in Chicago on Novem
ber 11-13, 1964.
The first of its kind in the his
tory of the accounting profession,
the Conference brought together
ninety-three representatives from
thirty-four states. Among those in
attendance were state society
presidents, executive secretaries
of state societies, legislative com
mittee chairmen, legal counselors
and members of state boards of
accountancy.
“The purpose of the Confer
ence,” General Chairman William
P. Hutchison said in his introduc
tion, “is to enable representatives
of state CPA societies to exchange
views on the best means of de
veloping and maintaining the leg
islative standards of the account
ing profession. I hope that such
an exchange will enrich your own
understanding of accountancy leg
islation and that you will share
this knowledge with your col
leagues at home. In this way we
shall all become more aware of
the problems involved in formu
lating and defending the stand

ards under which our practices
are conducted and our profession
al credentials issued.”
The Conference was highlight
ed by seven top-level speakers
and twelve discussion sessions, at
which each participant had an
opportunity to express his own
views.
In addition to Representative
Eilberg, the following played
prominent roles in the program:
► Robert R. Bangham, execu
tive director of the Ohio Society
of CPAs and a former member
of the Ohio Legislature, presented
and discussed a film on “The
Legislative Process.”
► Kenneth L. Thompson, CPA,
chairman of the California Soci
ety’s committee on legislation, ad
dressed the group on “The CPA
and His Legislator.”
► Mark E. Richardson, CPA,
executive vice president of the
New York Chamber of Com
merce, spoke on “Sponsoring Ac
countancy Legislation.”
► LeRoy Layton, CPA, former
chairman of the Pennsylvania In
stitute’s committee on legislation,
discussed “Opposing Adverse Leg
islation.”
► Marvin L. Stone, CPA, past
chairman of an ad hoc AICPA
committee on uniform standards,
talked on “Uniformity in Account
ancy Legislation.”
► David F. Linowes, CPA,
member of the long-range objec
tives committee, discussed “Ac
countancy Legislation in the Fu
ture.”
The Conference helped pre
pare the participants to put their
knowledge to good use this
month, when most state legisla
tures meet. Since their reactions
to the Conference were almost all
favorable, it is likely that similar
conferences will be held in the fu
ture, possibly on a biennial basis.
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Bankers getting materials to explain
importance of audits to their customers
The Institute’s program to pro
mote close relations with bankers
is making progress.
The Robert Morris Associates,
the national association of bank
loan officers, recently issued a
complete revision of its booklet on
“Financial Statements for Bank
Credit Purposes.” As a news story
in the Commercial and Financial
Chronicle reported, the booklet
“is primarily designed for distri
bution by bank credit men to
those of their customers who are
not presently supplying financial
statements audited by CPAs.” In
clear layman’s language the book
let describes the uses of account

It's Your Chance to Vote
All members of the Institute
will soon receive a referendum
ballot card asking them to vote
on four changes in the ByLaws and an equal number of
amendments to the Code of
Professional Ethics. These have
been approved by Council and
discussed at the annual meet
ing. A booklet summarizing
background information and
arguments which have been
presented for and against the
proposed changes will be
mailed to members January 4,
1965.
Please study the booklet care
fully, complete the ballot card,
ana sign and return if as soon
as possible in the prepaid en
velope. The deadline for the
counting of ballots is March 4.
Unsigned ballots cannot be
counted.
In order to become effective,
the proposed amendments must
be voted upon by at least onethird of the members and must
be approved by at least twothirds of those voting.
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ing information. For example,
take this quote:
“The balance sheet tells both
borrower and banker what they
need to know about the solvency
of the business. It is also a mea
sure of the owner’s investment
which, in the last analysis, is the
‘cushion’ that protects creditors.”
The Institute’s committee on
relations with bankers co-operated
in the preparation of the booklet.
A series of three articles on the
audit function and its corollary
benefits, written by members of
the committee on relations with
bankers, is presently appearing in
Banking magazine. Reprints of

these articles are being enclosed
with the new directory of ac
counting firms and practitioners
which is being mailed to almost
20,000 bankers. Surveys have
shown that bankers rate affilia
tions with professional organiza
tions highly when they are con
sidering the qualifications of an
accounting firm.
Because of this extensive out
side distribution, an introductory
section has been added which
gives a brief description of the
CPA’s qualifications, standards
and ethics.
d . N o t e : Each accounting firm
and individual practitioner listed
in the directory will receive a
copy automatically. Other mem
bers may obtain a copy by re
turning the order form inserted in
this issue of The CPA.

E

Two new aids for members on taxes . . .
... the tax service

... prepared articles

It’s only been three months
since the Institute’s new tax serv
ice was first offered to members,
but already more than one thou
sand have subscribed to it.
The first mailing included the
AICPA Federal tax committee’s
comments on:

“I’ve been asked to write a
‘simple' newspaper story explain
ing what people should know
about taxes. If they asked me . . .
I could write a book —but what
can I say in two columns?”
Now, if a member finds him
self in such a quandary, he can
ask the Institute for assistance.
The AICPA will make avail
able a limited number of articles
providing general information on
various tax situations which a
majority of taxpayers are likely
to encounter this year—and which
include the changes made by the
1964 Revenue Act.
The articles are:
Summary of Tax Changes Af
fecting Individual Taxpayers; Tax
Effects When You Sell Your
Home; Personal Exemptions; Par
tial Use of Residence for Business;
New Rules on Taking Deductions.
The articles have been issued
to various state societies for pos
sible use in connection with local
newspaper publication.

► Section 1248 ( Gain on Stock
of Certain Foreign Corporations)
► Section 902 (Domestic Cor
porations Receiving Dividends
From Foreign Corporations)
► Section 957(d) (Definition
of United States Person)
Coming up: Recommendations
for Amendments to the Internal
Revenue Code.
As pointed out earlier, the
quantity and frequency of publi
cation of materials cannot be
forecast.
Subscriptions may be obtained
by using the form contained in
last September’s CPA or by letter
to the Institute. Price: $7 per year.

Pioneering study explores differences
in accounting practices in free world
How would professional ac
countants handle it “over there”?
More and more CPAs are ask
ing this kind of question as their
clients join the headlong rush to
do business abroad. With Amer
ican companies locating plants
overseas, affiliating with foreign
companies, or even just increas
ing their export and import trade,
it has become urgent that their
CPAs understand how the ac
counting aspects of these activi
ties are treated in other countries.
A new Institute publication
shows that CPAs’ professional
colleagues around the world speak
what is basically a “common ac
counting language.”
But there are important differ
ences in “dialects.”
These differences are explored
at length in Professional Account
ing in 25 Countries, recently pub
lished by the American Institute.
For example, the book explains
how auditing standards vary from
country to country. The three fol
lowing excerpts are typical:
In France. “The accounting pro
fession . . . does not have a formal
statement of auditing standards
in a form such as that published
by the AICPA in Statements on
Auditing Procedure No. 33. . . .
Both the commissaire aux comp 
tes (statutory examiner) and the
expert comptable (professional
accountant) are expected to main
tain an independent mental atti
tude toward their work.”
In Denmark. “The qualified au
ditor is usually, but not neces
sarily, a state-authorized public
accountant. . . . The state-author
ized public accountant must not
give any declaration or certificate
on matters of accounts without
having investigated the case suffi
ciently so that an opinion can be
formed as to the accuracy of the
declaration of the certificate.”
In Greece. “The CPAG (Certi
fied Public Accountant of Greece)

is expected to base his work on
a thorough evaluation of internal
control procedures. Consideration
of the factor of materiality in
planning an audit program is
stressed. . . . Although confirma
tion of accounts receivable (by
correspondence with responsible
third parties) is not specifically
mentioned, it is generally con
sidered to be mandatory.”
In addition to auditing stan
dards, the 630-page study covers
such areas as:
• form and content of financial
statements
• pooling of interests
• investments
• inventories
• fixed assets
• statements of income
• requirements for listing of se
curities on the stock exchange
Purpose
of study

The introduction to
Professional Account
ing in 25 Countries
states: “The mounting volume of
international investment, credit
and trade has led to increasing
demands for improvement and
greater uniformity in interna
tional accounting and profes
sional standards. . . . What is
needed . . . are financial state
ments that are reasonable, de
pendable, informative, meaning
ful and understandable. . . .
“A logical starting point would
be the adoption of more informa
tive disclosure practices . . . .”
The chairman of the AICPA
committee on international rela
tions, under whose auspices the
book was issued, has said of the
study:
“Hopefully, it will provide a
basis for evolving more liberal
world-wide disclosure practices
and possibly for the ultimate for
mulation of an international state
ment of accounting standards.”
The book is available from the
Institute at $12.

It's Not All That Taxing
Just about this time of year
most practitioners are await
ing the inevitable — the tax
season.
But others are looking forward
to participating in professional
development courses.
Yes, during the tax season.
In California last year 183
practitioners participated in PD
courses during the tax season.
The year before, 157, and the
year before that, 126.
It's catching on in other states,
too — Ohio, Pennsylvania, and
Texas, for example.
To date, for the period Janu
ary 1, 1965 through April 15,
1965, the professional develop
ment division has scheduled
twenty courses in eight states.
That’s a record.

1965 tax lecture series
covers new material
Some particularly troublesome
areas in the tax laws are covered
in the newly revised professional
development lecture series:
• Subchapter S Corporations
• One-month liquidations, col
lapsible corporations
• Income taxation of estates
and trusts
• The tax factors involved in
buying and selling a going busi
ness
These are only some of the
areas covered—for the first time—
in the 1965 edition of the tax lec
ture series, prepared by the pro
fessional development division.
Plans now call for four presen
tations of the series this spring
and summer at cities to be an
nounced shortly.
The format of the presentations
will be the same as in 1964—two
morning and two afternoon ses
sions. At the conclusion of each
session, there will be a panel dis
cussion among the lecturers who
will answer participants’ queries.
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JOHN L. CAREY

Getting— and Keeping— a Good Staff
a sole practitioner with a small staff lost two of his best
men to higher-paying jobs elsewhere. No replacements could be
found. W hat can he do now? The busy season is at hand.
To preserve the practice — which has taken him twenty years to
build — the proprietor may have to work eighty hours a week for
several months. And what then? Start over, with the probability of
repeating the cycle a few years hence?
His problem is typical. Getting and keeping good staff men is still
the most urgent need of many local firms.
Solutions are complex and difficult, and of course they depend on
the nature of each practice. Basically, fees must be high enough to
permit compensation of staff at a competitive level. Personnel policies
— fringe benefits and so on — should be in harmony with modern
practice. Mechanization of routine work may help. Nonprofessional
personnel may be taught to relieve CPAs of some of the workload, as
nurses and technicians relieve physicians. But even with all this, to
build an organization of accountants competent to meet the growing
needs of business for accounting services remains a difficult task.
- The reason is that not enough able young people are seeking careers
in public accounting. The demand outruns the supply. Part of the
trouble is that many parents, high school teachers, guidance counselors
and students think of accounting in terms that are thirty years or more
out of date. They don’t know what the profession today has to offer.
Intensive efforts to correct this situation have been made for years
by the Institute, the state societies, and by the Accounting Careers
Council, which is sparked mainly by the university professors of ac
counting (see The Journal of Accountancy, May64, p. 14). Recruiting
films, pamphlets and kits have been widely distributed. But these shot
gun approaches need to be supplemented by personal contacts be
tween CPA employers and high school and college students and
faculties.
In the long run the problem can be solved only by persuading able
high school students to enroll in university schools of business — either
the undergraduate schools, or in the graduate business schools after
completion of a college course in liberal arts or science. “T he business
schools are by far the most fruitful centers for CPA recruiting. But
even there the local CPA firm is up against keen competition from
larger firms, corporations, government, banks and other financial in
stitutions.
The only answer is for smaller CPA firms to work harder than most
of them are now at persuading high school and college students to
join their staffs after graduation from college. Local CPA firms have
advantages and attractions to offer young people looking for interesting
and rewarding careers, but there seems to be a communications gap be
tween these firms and the young people. The Institute has infor
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mation, assorted materials, group
insurance and pension plans, and
staff training programs, which
may be helpful to local firms in
recruiting and retaining good staff
assistants. But in the last analysis
the job has to be done by each
individual practicing unit for it
self.
If the response is “too busy,”
or “can’t afford it,” the result may
be to forfeit the opportunity for
growth of the practice, in an ex
panding economy which cries out
for more and more accounting
services.

Tax Statement No. 2
covers review of returns
The responsibility of the CPA
when he reviews a Federal in
come tax return is discussed in
the exposure draft of Statement
No. 2 of the Statements on Re
sponsibilities in Tax Practice, pre
pared by the American Institute
committee on Federal taxation.
Although the income tax reg
ulations state that a person who
prepares a tax return for another
must sign the preparer’s declara
tion, it makes no reference to a
similar requirement for a reviewer
of a return which has been pre
pared by the taxpayer or another
person.
Statement No. 2 will consider
the question of whether a CPA
who is not the preparer of a Fed
eral tax return may assume vol
untarily the preparer’s responsi
bility.
Statement No. 1, issued in Sep
tember, 1964, considers situations
under which a CPA is a preparer.
An exposure draft of the State
m ent has been sent to the Insti
tute’s executive committee and to
members of the state society com
mittees on Federal taxation. How
ever, any member can obtain a
copy of the draft by writing to
the American Institute of Certi
fied Public Accountants, 666 Fifth
Avenue, New York, N. Y. 10019.

Ethics group acts on issues involving
independence, solicitation, advertising
Is it ethical for a member of
the Institute to utilize outside
services to process tax returns or
other confidential client informa
tion?
Under what circumstances may
a retired partner of a firm serve
as a director of a client on whose
financial statements the firm is
expressing an opinion?
Shall failure to respond to com
munications from the ethics com
mittee concerning alleged viola
tion of the Code of Professional
Ethics in itself be a violation of
the Code?
These were but a few of the
questions which the Institute’s
seventeen-man committee on pro
fessional ethics considered at a
meeting in New York on Decem
ber 3-4, 1964.

Reinstatement o f
expelled m em bers
Under the present By-Laws of
the Institute there is no provision
for the reinstatement of members
who have been expelled by the
Trial Board or whose membership
has been terminated by the exec
utive committee for loss of certi
ficate. The committee on profes
sional ethics will submit to the
executive committee, after clear
ance with legal counsel, a ByLaw amendment which would

enable such members to request
reinstatement after five years. Un
der the proposed amendment, the
member’s request would be re
viewed by the ethics committee,
which would recommend action
on the request to the Trial Board
or the executive committee —
whichever acted initially.

Automatic suspension
or expulsion
The ethics committee also ap
proved in principle a By-Law
amendment which would provide
for the automatic suspension of
membership concurrent with sus
pension (for cause) of a CPA’s
certificate, and for automatic ex
pulsion from membership upon
revocation (for cause) of a CPA’s
certificate. The proposed By-Law
would also provide for the auto
matic suspension of the member
ship of a member convicted of a
felony, and for automatic expul
sion from membership if there is
no appeal or if appeal has been
denied.

Independence
The committee approved for
publication an official opinion on
the application of the indepen
dence rule when a retired partner
of a firm is a stockholder, officer

Confidential Relationship
Q. Is it ethical for a member of
the Institute to utilize outside
services to process tax returns
or other confidential client infor
mation?
A. If a member utilizes outside
services to process tax returns or
other confidential client infor
mation he may not, in the opin
ion of the committee on profes

sional ethics, delegate his re
sponsibility to insure the confi
dentiality of such information.
He must take all necessary pre
cautions to be sure that the use
of outside services does not re
sult in the release of confidential
information. He should also con
sider the desirability of putting
the client on notice when out
side services are to be used.

or director of a client audited by
the firm. Entitled “Retired Part
ners and Firm Independence,”
Opinion No. 16 will be published
in the next issue of The CPA.
The committee will also pro
pose deletion of the present ex
ception in the independence rule,
which allows a member to serve
as a director of certain charitable,
religious, civic or other similar
nonprofit organizations which he
audits. Since this proposal would
require an amendment to the
Code, it will receive wide ex
posure and discussion. If ap
proved by the Council, it will be
discussed at the annual meeting,
then sent to the membership for
a mail vote.

Advertising
The committee approved an
opinion relating to “Situations
Wanted Advertising” by mem
bers. This opinion, an addendum
to Opinion No. 11 of the ethics
committee, will be published in
the next issue of The CPA.

Solicitation
Rule 3.02 of the Code states:
“A member or associate shall not
endeavor, directly or indirectly,
to obtain clients by solicitation.”
The committee reaffirmed its opin
ion that the rule prohibits solici
tation, regardless of whether or
not a prospective client is being
served by another public account
ant.

New ethics rule
The committee approved for
submission to the executive com
mittee a proposed new Rule 5.04.
The new rule would require mem
bers to respond within thirty days
to communications from the com
mittee on matters involving pos
sible violations of the Code or
the By-Laws. The proposal has
undergone minor revisions as a
result of comments by the execu
tive committee and legal counsel.
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Trial Board reveals disciplinary actions
in 1964 cases involving five members
Sub-boards of the Institute’s
Trial Board have:
• Suspended one member for
committing acts discreditable to
the profession
• Expelled two others for con
viction of income tax evasion
• Expelled a fourth for convic
tion of conspiring to defraud a
bank
• Expelled a fifth for convic
tion of bribing an employee of the
IRS.
May 1. A sub-board found that
over a period from August 17,
1959, through October 29, 1963,
Albert G. Dye, of 1739 Moor
Dale Lane, Salt Lake City, Utah,
or a publishing company with
which he was closely associated,
accepted funds from a number of
individuals in connection with
orders from such individuals for
publications which he advertised.
It further found that he repeatedly
failed to respond to requests from
such individuals to return the
funds or to send the publications
to them. The sub-board deter
mined that he had thereby com
mitted acts discreditable to the
profession and decided to sus
pend him from membership in
the Institute for a period of two
years.
Subsequently, Mr. Dye re
quested a review of this sub
board’s decision. An ad hoc com
mittee of the Trial Board ap
pointed to consider the request
met on August 14, 1964, and de
nied Mr. Dye’s request for a re
view. Accordingly, his two-year
suspension became effective Au
gust 14, 1964.
In a letter dated August 8,
1964, supplementing his request
for review, Mr. Dye advised the
ad hoc committee that after the
sub-board hearing, he had made
refunds to all prepaid subscribers
who had theretofore requested re
funds. He also advised in this
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communication that after this he
had written to all prepaid sub
scribers who had not theretofore
corresponded with him, enclos
ing a refund form and had mailed
refunds prior to the meeting of
the ad hoc committee to all who
had requested refunds in response
to this communication.

The sub-board hearing
a case decides whether the pub
lished statement shall disclose the
name of the member involved.
E

d.

N o te:

May 6. A sub-board found that
a member was convicted of a
crime involving moral turpitude.
He was convicted — upon his plea
of nolo contendere, and a finding
of guilty by a Federal court — of
the offense of: willfully and know
ingly attempting to evade and
defeat a large part of the Federal
income tax due and owing by a
client for the calendar year 1955
by preparing and filing, on be
half of the client, a false and
fraudulent income tax return. The
sub-board decided that he should
be expelled from the Institute.
The member requested a re
view by the Trial Board of the
sub-board’s decision. His request
was considered on August 14 by
an ad hoc committee of the Trial
Board, which denied his request.
Accordingly, his expulsion became
effective August 14, 1964.
May 6. A member was found to
have been convicted of a crime
involving moral turpitude. He was
convicted — upon his plea of
nolo contendere and a finding of
guilty by the court — of the of
fenses of: willfully and knowingly
attempting to evade and defeat a
large part of the Federal income
tax due and owing by a corporate
client during four successive cal
endar years by falsifying and al
tering the books and records,

memoranda and other documents
of the client, by diverting net in
come of the client and conceal
ing income of the client, and by
preparing and mailing false and
fraudulent income tax returns on
behalf of the client.
Prior to the sub-board’s con
sideration of the case, the mem
ber had submitted his resignation
from membership in the Institute.
However, the sub-board refused
to accept his resignation and de
cided that he should be expelled.
August 14. Another sub-board
found that a member had been
convicted of a crime involving
moral turpitude. He had pleaded
guilty in Federal court to the
charge of: conspiring to make
false entries in the books of a
bank insured by the Federal De
posit Insurance Corporation and
to misapply funds of such bank.
The sub-board also found that the
member had been convicted of a
crime involving moral turpitude
upon his plea of guilty, in con
nection with the same matter, to
the charges of: aiding and abet
ting in the misapplication of funds
by an employee of the bank and
aiding and abetting an employee
of the bank in making false en
tries in the books and records of
the bank.
Prior to the hearing, the mem
ber submitted his resignation.
However, the sub-board did not
accept the proffered resignation
and decided that he should be ex
pelled from the Institute.
Subsequent to the sub-board
hearing, the member requested a
review of the sub-board’s deci
sion. An ad hoc committee of the
Trial Board appointed to consider
requests met on October 5, 1964,
and denied the member’s request.
Accordingly, his expulsion became
effective on October 5, 1964.
August 14. A member was
found to have been convicted of
a crime involving moral turpitude.
The sub-board found that he had
been convicted, upon his plea of
not guilty, and a verdict of guilty
by a jury, of the offense of: will
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fully and knowingly promising,
offering, and giving money to an
officer or employee of the IRS,
with intent to influence the of
ficial’s decision and action in
proceedings then pending and
which might by law be brought
before him, and of conspiring to
commit the aforementioned of
fense.
The sub-board hearing was held
after one request for a postpone
ment had been granted. The
member had requested a post
ponement of the instant hearing
until after a decision on an ap
peal of his conviction which had
been argued in late April. The
sub-board determined, however,
that its consideration of the
charges would not prejudice the
member’s appeal from his con
viction*. After hearing the case,
the sub-board decided that he
should be expelled from the In
stitute.
No request for review of the
decision of the sub-board was filed
within the thirty-day period pro
vided in the By-Laws, and the
decision of the sub-board there
fore became effective on Septem
ber 13, 1964.
Subsequent to September 13,
1964, the conviction was reversed
by an appellate court and the
case was remanded for a new
trial.
The member has requested
reinstatement and the matter is
now before the ethics committee,
which will render a report, with
its recommendation, to the sub
board which heard the case.
* E d . N o t e : Article V, Section 5,
of the By-Laws provides for the
trial of a member upon his convic
tion of a crime involving moral
turpitude. Provision is also made
for the sub-board which heard
the case, in its discretion, to rein
state a member expelled under
this section, if his conviction is re
versed by a higher court.

The Institute is considering a
By-Law amendment to provide
for possible reinstatement of ex
pelled members. (See page 11.)

Civil rights stand urged

I should like to suggest that
our organization take a strong
stand in favor of complete civil
rights for our Negro and other
minority citizens. Our profession
has sometimes been unjustly
charged with a lack of awareness
of nonfinancial problems in the
world about us. We could vigor
ously refute these charges by
adopting a firm position on civil
rights.
It is definitely within our juris
diction as advisors to management
to point out the adverse effect on
the goal of profit maximization
to reject competent applicants for
employment and engage less effi
cient employees solely on the
basis of race. Thus, in addition to
being indecent, immoral, and il
legal, discrimination in employ
ment is poor business.
I urge the leaders of our profes
sion to call on its membership to
put this philosophy into practice
in the conduct of their profes
sional practices and to call on the
business community at large to
do all it can to put an end to
discrimination in American life.
E

ugene

R o sen feld

New York City
Guiding fu tu re CPAs

The November CPA article —
“Who wants to be a CPA? Not
enough of the right students, U.S.
study finds” — verifies something
that I have been preaching for
the last several years.
In my opinion, the Institute is
still not coming up with the right
answer, although the letter to
school mathematics teachers is a
step in the right direction. How
ever, I think much more would be
accomplished in an educational
program directed at guidance
counselors in the academic high
schools who probably, more than
any other individuals in the school
system, are instrumental in di
recting students into different
vocational channels.

In addition, unless the recog
nized accounting schools substan
tially raise their admission re
quirements, the high schools will
continue to channel their sub
standard students into the ac
counting field where admission to
the school is relatively simple
and does not present the ob
stacles of achievement that the
liberal arts colleges require.
You must recognize that the
high school guidance counselor
considers it an achievement in
getting students admitted to col
leges without regard to the at
tainments of the individual stu
dent. Unless both of the foregoing
take place, I can only visualize a
further deterioration in the qual
ity of the future CPA.
H.
D. K l e i n

New York City

Management Services
Questionnaires
According to the management
services committee of the Los
Angeles Chapter of the Cali
fornia Society of CPAs, there
is much that a CPA should
know about his client before
he takes on a new manage
ment services engagement.
Just what is covered in sets of
questionnaires for five kinds
of MS engagements?
The questionnaires consider
such areas as: financial man
agement and control evalua
tion; comprehensive evalua
tion of the entire company;
reporting, budgeting and cost
accounting evaluation; orders,
billings, accounts receivable,
credits and collection evalua
tion; and inventory manage
ment and information control
evaluation.
To get the set of five ques
tionnaires, send $2 to:
Management Services Ques
tionnaires, Dept. 2, California
Society of CPAs, 681 Market
Street, San Francisco, Calif.
94105.
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On the auditing committee's agenda:
How to treat unaudited statements
Nothing sounds so dull as an
agenda of committee meetings.
But look at an agenda as a
practitioner with problems and
the list comes alive.
This year, for example, the com
mittee on auditing procedure,
which has the responsibility for
developing professional standards
of auditing and reporting, will
consider ten topics of importance
to the more than 50,000 members
of the American Institute.
Unaudited financial statements
interest almost all firms. What is
the committee on auditing pro
cedure doing about this particu
lar problem?
The committee plans to re
view the problems inherent in an
auditor’s being requested to pre
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pare unaudited financial state
ments, and to decide if a separate
clarifying statement is required.
Several aspects of the problems
to be considered are:
• the use of “no name” or plain
paper in the preparation of such
statements
• the obligations of the audi
tor who gains knowledge that an
item in the unaudited reports is
not fairly represented
• the need, if any, to also in
clude in the disclaimer of opinion
of such statements the disclosure
of any lack of independence
The committee will also con
sider some current questions
which interest only a minority of
the membership, such as letters
to underwriters.

Other agenda items under con
sideration are competent eviden
tial matter (discussed in the Oc
tober 1964 CPA) and audits of
warehouses.
Committee List
Available
The Institute's 1964-65 commit
tee list, which will soon be sent
to all Council members, com
mittee members, and state so
ciety offices, is now available
to the general membership on
request. The list includes the
names and addresses of Coun
cil members and committee
members, the committee struc
ture, the AICPA staff organ
ization, and the addresses of
the state society offices. Re
quests for copies should be
forwarded to Membership Re
lations, AICPA, 666 Fifth Ave
nue, New York, New York
10019.

1965

The CPA is the m em bership bulletin of the A m eri
can In stitu te of Certified Public A ccountants, Inc.
6 66 FIFTH AVENUE, NEW YORK, N. Y. 10019

Second class postage paid at New York, N. Y.

THE FEBRUARY 1965

T h e APB took
these actions
at its January m eeting

The Accounting Principles Board approved preparation and exposure of a draft
of an audit guide for fire and casualty insurance companies and considered
a draft statement on separate reporting of subsidiaries.
Seven APB subcommittees have reviewed in detail all existing Accounting
Research Bulletins to determine which should be revised or withdrawn before
Council’s recommendation on disclosing departures from APB Opinions becomes
effective for financial reporting periods beginning after December 31, 1965.

As the executive
com m ittee considers
these changes in the
Code and By-Laws . . .

When the executive committee meets on February 18-19, it will consider newly
proposed changes by the ethics committee to the Code and the By-Laws. If the
executive committee approves the proposals, they will be submitted to Council
when it meets in Colorado Springs, May 3-6. Members will have the opportunity
to study the full texts of the proposals in The CPA before Council meets.
The proposals affecting the Code are: the addition of Rule 5.04, which would
require members to respond within 30 days to inquiries from the ethics com
mittee on matters involving alleged violations of the Code and By-Laws; the
amendment to Rule 1.01, which would delete the provision in the independence
rule permitting joint service as auditor and director of certain nonprofit organ
izations. The By-Laws would be amended to provide for automatic suspension
of a member upon his conviction of a felony or the suspension for cause of
his CPA certificate, and for the automatic termination of a member whose
felony conviction becomes final, or whose CPA certificate is revoked for cause;
and reinstatement of members expelled by the Trial Board or terminated for
disciplinary causes at any time after five years from the date of their expulsion or
termination.

.

. . M em bers support Early returns on the mail referendum for changes in the By-Laws and Code of
amendm ents
approved last May

Ethics have been tabulated. As of February 1, 16,491 of the total voting mem
bership of 51,198, or 32.2 per cent, had sent in their ballots — not quite enough
yet to satisfy the By-Law’s requirement that at least one-third of the member
ship must vote. But the results suggest all amendments will pass by a comfortable
margin. Voting will continue until March 4.

Congress again asked
to consider automatic
admission o f attorneys

The new Congress has already received several bills resembling last year’s
“automatic admission of attorneys” bill (S 1466), parts of which the Institute
strongly opposed. Much of the Institute’s testimony focused on the bill’s provision
for automatically admitting to Treasury practice any attorney in good standing
with his state bar association — without making similar provision for any other
professionals in tax practice. The Institute has written Representative Emanuel
Celler (D., N.Y.), Chairman of the House Judiciary Committee, requesting an
opportunity to testify at hearings on any of these bills.
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Business leaders, analysts, asked to support APB effort
Members know what a major effort the profession has mounted to
refine accounting principles. But, as AICPA President Thomas D.
Flynn has stressed in recent messages to the state societies, this effort
must also engage “the active, sympathetic support of the entire busi
ness community.”
He has appealed directly for this support in speeches before key
groups in the business community. The excerpts on this page give the
essence of his messages.
January 2 1 : To the Financial
Executives Institute, New York
Chapter:

“Obviously one of the prime
groups to whom accounting prin
ciples must be useful is to you
gentlemen and to your associ
ates who manage our corporate
enterprises.
“If business makes a wise choice
of the accounting principles
needed in the management of its
affairs, it seems most unlikely that
the owners will need another set
of accounting principles to tell
what has happened to their busi
ness over a period of time.”
Mr. Flynn emphasized the
need “to refine the criteria which
should serve as a basis for judg
ing when one accounting prin
ciple is preferable to another... .
Obviously top management, in
cluding financial executives, has a
primary interest and responsi
bility . . . in the ground rules
which govern the preparation and
presentation of financial state
ments. . . . They must assume a
greater share in this development
through greater group activity.”
Mr. Flynn singled out the
petroleum industry as being “ac
tively engaged in a substantial
research effort” to narrow the ac
counting practices in that “highly
complex industry.” He said that
the insurance and banking in
dustries and others are beginning
to make progress in this direction.
“With an increased participa
tion by, and co-operation be
tween, all the groups in our so
ciety who have a strong interest
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in the continued development of
accounting principles, I am con
fident that we can make the calm,
steady, and persistent progress we
all want.”
January 2 7 : To the New York
Society of Security Analysts:

“It seems to me . . . that as a
group you should inquire deeply
into the reasoning which supports
the acceptance or rejection of a
given accounting principle. You
may wish to concentrate chiefly
on those accounting principles
which are of particular usefulness
in security analysis.
“. . . Analysis in depth of con
troversial accounting issues is a
heavy burden for volunteers who
must give priority to their own
jobs. What we would like most to
get from you is a consensus of a
representative group of analysts,
based on thorough consideration
of the research studies published
by our research division.”
He told the analysts that their
views should be available, “with
supporting reasoning, when the
Board begins to consider the
available evidence — not after it
has already reached tentative
conclusions. . . .
“I am personally determined to
do everything I can to see that
the American investor has access
to all the information needed for
intelligent decisions.
“My colleagues in accounting
share this resolve. We earnestly
invite the help of security ana
lysts and all other appropriate
groups to this end.”

The text of President Flynn’s
speech to the financial executives
will appear in the March issue of
the Financial Executive, and the
text of his speech before the
analysts will be published in the
March-April issue of the Finan

cial Analysts Journal.

Addendum
to Opinion No. 11
The committee on professional
ethics has approved the follow
ing addendum to Opinion No.
11 (which prohibits advertising
and giving indications of a
practitioner's specialties):
7. Situations Wanted Adver
tisement
A member or associate shall
not advertise for employment
in such a manner as to indicate
that he is soliciting engage
ments as a public accountant.
(1) If the purpose of the ad
vertisement is full-time employ
ment as an accountant for a
public accounting firm or in
private industry, or per diem
services to public accounting
firms, statements of qualifica
tions are permitted. Such
phrases as "tax expert," "finan
cial specialist," or any state
ment of self-glorification will
not be permitted.
(2) An advertisement in a pub
lication of general circulation
for part-time services for which
a fee is charged or per diem
services (except to public ac
counting firms) is considered a
violation of Rule 3.01.
(3) An advertisement should not
appear under such headings as
"Business Services" or "Profes
sional Services." It should not
be of the display type and re
sponse should be directed to a
box, address, or telephone num
ber.

and more than 100 executives respond with suggestions
In both speeches, President
Flynn reported that the response
“has been amazing” to John L.
Carey’s article, “Management’s
Stake in Accounting Principles,”
which appeared in the September
issue of the Financial Executive.
Mr. Flynn had sent a copy of
the article to the presidents of
all corporations listed on the New
York and American Stock Ex
changes, with a letter urging their
participation in the accounting
principles effort. He told the fi
nancial executives and the secu
rity analysts that he had already
received more than one hundred
letters “and they are still coming
in.” Mr. Flynn said that the let
ters show “that management defi
nitely feels it has a stake in ac
counting principles.” Here is what
some representative letters said:

From the president of an im
portant utility company: “Leader
ship in this endeavor has long
been centered in the AICPA, and
rightly so. Progress has been
made. . . . The recent decision
that members should disclose ma
terial departures from Opinions
of the Accounting Principles
Board and from bulletins of the
former committee on accounting
procedure is a definite step for
ward.”
From the chairman of a large
oil company: “We are anxious to
make the most effective possible
contribution to improved account
ing procedures and public under
standing of corporate reports. Re
finement of accounting principles
must be coupled with an edu
cational program directed par
ticularly to large, sophisticated
stockholders and the financial an
alysts on whom they rely. Such
a program would lead to a better
understanding of accounting prin
ciples, the reasoning underlying
them and their advantages and
limitations. It should also lead to

a realization that substantial
progress is being made in elim
inating diversity of accounting
principles.”

From the controller of a large
steel company: “Investment ana
lysts and some of the investing
public seem to be of the opinion
that if an exact comparability of
figures could be developed, it
would solve all their investing
problems. This, of course, is not
true because there are many fac
tors other than accounting which
influence financial results, and too
much reliance on figures can be
just as disastrous as no reliance.”
From the president of a large,
diversified manufacturing com
pany: “There is great need to ob
tain closer agreement among com
panies on the accounting prin
ciples underlying corporate re
ports. Over the years our company
has followed rather conservative
practices and at times has suffered

by comparison with companies
who were less conservatively in
clined. It seems to me that the
American Institute of Certified
Public Accountants has a unique
responsibility to promulgate sound
accounting principles and gain
acceptance of their use. If they
do not accept this responsibility,
other organizations may well fill
the void and do so with less
knowledge and understanding of
the needs of American business
organizations.”

The financial executive of a
prominent manufacturing com
pany expressed the opposite view:
“I am frankly disturbed by the
. . . resolution designed to enforce
the Institute’s dictum that ma
terial departures from its pro
nouncements would have to be
spelled out in corporate reports,
even when such departures repre
sent acceptable practice, and are
endorsed by the independent
public accountant involved.”

1965 annual meeting in Dallas will feature
“planning for growth” for local practitioners
Preliminary plans for the In
stitute’s 1965 annual meeting have
been made. This is what you can
look forward to:
• Dallas, September 19-22;
headquarters, the Statler Hilton.
• Mexico afterwards, if you
like. Postmeeting visits have been
scheduled (see below).
• Technical sessions: “planning
for growth” for small- and me
dium-sized firms; and other ses
sions focusing on broad profes
sional and public issues.
A large turnout is expected, ac
cording to Curtis H. Cadenhead,
the local committee chairman.
Helping Mr. Cadenhead are:
Louis M. Kessler, vice chairman;
Dewey J. Berglund, information;
Stanley J. Scott, hospitality; Gil-

bert F. Orcutt, transportation;
Donald C. Snauffer, entertain
ment; Mrs. Darcy Bonner, ladies
entertainment; and Alex C. Schu
macher, dinner dance exchange.
The side trips to Mexico are
being arranged by Lincoln T. Mil
ler, executive vice president of
World-Wide Travel Service Corp.,
1925 K Street, N.W., Washington,
D.C. 20006. Members who are
interested should write to Mr.
Miller directly.
As more concrete details be
come known, members can read
about them in future issues of
The CPA. As usual, more com
plete information about hotel res
ervations and the reservation pro
cedure will appear as an insert
in the June issue.
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New bill would liberalize Keogh law;
Institute will formally support it
A new Keogh bill, HR 10, is in
the House. And it has the support
of the American Institute.
The bill is designed to liber
alize many of the provisions of
the self-employed retirement law
now in force. It is similar to
HR 8771 which Mr. Keogh intro
duced last year.
For one thing, it would remove
the current limitations on the
amount of contributions a selfemployed individual can make to
a retirement plan and on the
amounts allowed as deductions
with respect to those contribu
tions.
Ordinarily, this would have the
effect of bringing individual plans
closer to corporate plans with re
spect to the amount allowed as a
deduction.
There is an exception, however.
Owner-employees with no em
ployees can deduct only the
amount of their contributions rep
resented by the lesser of $2,500
or 10 per cent of earned income.
The “Keogh law” now in force
says that contributions on behalf
of owner-employees are limited

to the lesser of $2,500 or 10 per
cent of earnings from self-employ
ment and that the allowable de
duction is 50 per cent of the
contribution, with the exception
made on behalf of self-employed
individuals.
Before the Eighty-Ninth Con
gress convened, Representative
Eugene J. Keogh (D., N. Y.)
met with members and staff per
sonnel from the Institute. He re
marked that the major obstacles
to the effective utilization of the
existing law are the amount of
contributions and the allowable
limitations on the deductions. The
new bill, if enacted, should en
courage the growth of self-retire
ment plans, he added.
Shortly after the new bill was
introduced, AICPA President
Thomas D. Flynn sent letters in
support of the legislation to Rep
resentatives Keogh and Wilbur D.
Mills (D., Ark.). Mr. Mills is
chairman of the House Ways and
Means Committee.
To Representative Keogh, Mr.
Flynn wrote: “. . . I have ap
pointed [AICPA] Past President

Robert E. Witschey as chairman
of a special committee to work
in this field, and I understand
that he has already met with you
to assure you of the Institute’s
continuing interest in the legis
lation. . . . Mr. Witschey has asked
me to reaffirm our support, and
to convey to you our offer to be
of assistance at any time. We
hope, with you, that the bill will
receive the early attention of the
Ways and Means Committee.”
And to Representative Mills:
“The Institute, as a long-time
supporter of the original legisla
tion, wishes to take this means of
formally expressing its interest in
Mr. Keogh’s bill, and to convey
our hope that it can be the sub
ject of early hearings by your
Committee. When hearings are
held, we would very much ap
preciate advance notification, so
that we can be heard in formal
support of HR 10.
“The experience of our 52,000
members with the existing law
to date indicates that, unless all
changes contained in HR 10 are
adopted, participation by selfemployed individuals will con
tinue to be severely limited. The
bill strikes directly at the restric
tions which we feel have contrib
uted most directly to this history
of limited participation.”

How do you answer a student's query: “Is there a future as a CPA?”
When a career-minded student
considers if he should become a
CPA, one of his main questions
is: “Is there a future in it?”
The Institute’s new recruiting
pamphlet, “A Career as a Certi
fied Public Accountant,” can give
an impressive “yes” to that ques
tion. Drawing on the work of the
long-range objectives committee,
the pamphlet stresses the profes
sion’s bright prospects.
Here’s a sample—
“Experts in a number of the
social sciences recently found the
following reasons for continued
rapid growth of the accounting
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profession in the foreseeable fu
ture:
► “Fifty thousand new busi
nesses every year and booming
foreign markets assure a sharp
ly competitive economy. In or
der to compete, businesses will
need more cost controls and oth
er studies of management’s per
formance, and more expert help
from CPAs in looking ahead
(budgets, return on investment
analysis, mathematical techniques
for determining probable results
of alternative courses of action).
► “More Government controls
require more sophisticated ac-

counting data and more inde
pendent professional men who
can take some responsibility for
reliability of the data.
► “Businesses will report their
financial condition to more in
vestors, creditors, and others. In
addition, businesses increasingly
will explain that what they do is
good for society. These explana
tions will depend a lot on ac
counting data.”
The pamphlet is available at
no charge from the Institute in
single copies, and at 15 cents each
for more than one copy, with
quantity discounts.

It's Heartening

The Young CPA and the Future
has been called a young profession. It certainly is a field
for young professionals.
More than half of the 51,000 members of the Institute are under
45 years of age. Only somewhat less than half are under 40. About a
quarter are 35 or less.
On the average, the younger members have had more formal edu
cation than the older. Only about 10 per cent of the members under
40 do not have college degrees, and only about 5 per cent have not
attended college. Almost 10 per cent of them have masters’ or doctors’
degrees, and this percentage is likely to increase. At the higher age
levels the amount of formal education steadily decreases.
These trends aren’t surprising—they are paralleled, less strikingly,
by developments in many of the other professions and in business. But
they do underline the desirability of younger members participating
more in professional affairs. They are the ones who will be in practice
in 1985 and in 2000. They should have a strong voice now in forming
policies and programs which may affect the nature and scope of ac
counting practice 20 or 30 years from now.
They have their best opportunity to express their views now. A
comprehensive review of Institute policy and programs is about to
be undertaken on the basis of the new book, The CPA Plans for the
Future, which summarizes findings of the long-range objectives com
mittee over the past few years.
The book, described in the insert opposite this page, candidly dis
cusses the profession’s problems. Its basic purpose is to serve as a
planning document —to help individual CPAs, CPA firms, state so
cieties, and the Institute itself to clarify their goals and take steps
necessary to attain them.
All members of the Institute are invited to write, giving their views
on how to reach these goals. A small planning committee, composed
in part of younger members, will review all recommendations and sub
mit a five- or ten-year program for consideration of Council.
In shaping this program, the profession will be setting its course on
such questions as the probable future scope of practice, the effects of
computer technology, education and training policies, disciplinary
machinery, personnel recruiting, professional development, research,
public relations, publications, and the structure and operations of the
professional societies themselves. The decisions on these basic ques
tions will significantly affect the future opportunities of CPAs now
under 45.
If youth will be served, let youth write the Institute what it thinks
about the propositions developed by the long-range objectives com
mittee!

A

c c o u n t in g

The figures prove it— CPAs as
a group are less prone to
diseases of the heart and circu
latory system than the general
public.
According to the 1964 Insur
ance Report of the AICPA In
surance Trust, 45.4 per cent of
the total deaths of plan mem
bers recorded in 1960-61 were
caused by such ailments. The
figure for the public-at-large —
as documented by insurance in
dustry statistics — was 51.2
per cent.
These figures argue against the
common belief that the pres
sures and stresses of the profes
sion make CPAs more suscep
tible to diseases of the heart
than other people.

If you want to know about
tax-effect accounting . . .
Tax-effect accounting repre
sents one of the more important
aspects of accounting practice.
But many CPAs don’t use it be
cause the concept is complex —
and somewhat controversial. Yet,
more and more corporations are
reporting their income in this
dual fashion — one way for tax
purposes, another for book pur
poses. CPAs should know how to
treat the important questions cre
ated by tax-effect accounting.
A new course, “Income Tax Al
location (Accounting for Income
Taxes in Corporate Financial
Statements),” prepared by the In
stitute’s professional development
division, explains both the prob
lems and the possibilities in taxeffect accounting.
The course illustrates in detail
the practical applications of taxeffect accounting. It uses cases
drawn from practice.
The course is available to mem
bers through their state societies.
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On the road with the “cash flow" course;
How practitioners use funds statements
Have PD course — will travel.
And he did.
T. Edward Hollander, CPA,
Ph.D., co-author of one of the
most popular and successful pro
fessional development courses
ever prepared, “ ‘Cash-Flow’ Anal
ysis and the Funds Statement,”
presented this course during a
three-month tour of the country
last summer and fall.
In an interview for The CPA
he described how practitioners
are using cash-flow analysis —
what they do know about it, and
what they need to learn.
“I was impressed, very much
impressed, with the quality of the
discussions that took place. There
was a great deal of sophistication,
especially among the small prac
titioners.”
Pursuing the point, The CPA
asked Mr. Hollander, formerly a
manager in the Institute’s PD
program, what percentage of his
audiences was made up of small
practitioners.
“About one-third. But another
third were treasurers and con
trollers of small industrial con
cerns,” he added. “So I suppose
you can say the majority of my
audiences were small practitioners
of one kind or another. Although
in Nashville the entire account
ing department of the Louisville
and Nashville Railroad Company
showed up.”
What exactly impressed Mr.
Hollander about the small prac
titioners?
“The degree of their commit
ment and involvement. And their
acquaintance with the literature,”
came the speedy reply.
“You know, there is a very close
adherence by the small firms to
the pronouncements of the Ac
counting Principles Board. The
relationship between the small
firm and client is like teacher and
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pupil. The client really looks to
the firm for guidance. That’s why
the small practitioner has to be
on his toes.”
How did the audiences react
to the material in the course?
“Actually, most of them have
been using the funds statement
for a number of years. I believe
that most of them attended — and
we had sellout seminars in al
most every city — to brush up on
the subject, to see if they were
doing the right thing and to
crystallize in their minds the con
tents of Opinion No. 3, ‘The State
ment of Source and Application
of Funds’.”
But after pondering a minute,
Mr. Hollander qualified his re
mark.
“Very few had been showing
changes in working capital; they
had just been using the statement
as a reconciliation of working
capital. After the course was over,
however, more than 50 per cent
who had not been doing so be
fore said that they would start
showing the individual changes.
“Some of the participants,” Mr.
Hollander added, “indicated they
had been showing these detailed
changes in the balance sheet.
“Many felt that the funds state
ment is a basic financial state
ment and were pleased that the
Institute had clearly spelled out
its feeling regarding it.
“And many also felt,” Mr.
Hollander said somewhat more
softly, “that the Institute does
not go as far as it ought to in
some matters. For example, where
there is a choice between prac
tices, they would like to see the
alternatives defined more explic
itly.”
Returning to the funds state
ment, Mr. Hollander pointed out
that the small practitioners found
the funds statements “the most

meaningful of all and that most
small practitioners prepared them
for their own discretionary use.”
Mr. Hollander explained that
he had conducted the seminar in
eight cities, and that 195 prac
titioners had participated in all.
“Only in one city did we not
have a full house. We limited the
course to twenty-five so the par
ticipants could gain maximum
benefit.
“There was a general give-andtake during all of the presenta
tions. No attempt was made to
dictate—on anyone’s part.”
Currently, Mr. Hollander is an
associate professor of accountancy
in the graduate division of the
City University of New York.
Mr. Hollander has co-authored
another professional development
course on income tax allocation
which is soon to be released (see
story, page 7).
Will he take it on the road?
Mr. Hollander looked back over
his tour—three months and thou
sands of miles—and said, “I’d like
to think that over for a while.”

Sub-board expels member
August 14. A sub-board found
that a member had had his cer
tificate as a certified public ac
countant suspended for two years
after having been found guilty of
gross negligence and unprofes
sional conduct in the practice of
public accountancy.
The sub-board decided that he
should be expelled from member
ship in the Institute.
The member submitted a re
quest that the Trial Board re
view the sub-board’s decision. On
November 18, 1964, an ad hoc
committee of the Trial Board de
nied the member’s request for re
view. The expulsion of the mem
ber therefore became effective on
November 18, 1964.
d . N o t e : The Trial Board de
cides whether the published state
ment of a case shall disclose the
name of the member involved.

E

Five national accounting groups
act on a major problem: Recruiting
Getting good people into ac
counting presents a major prob
lem — for every group in the
accounting field. Once a good
young person focuses on account
ing he may decide to point to
ward earning his certificate, to
ward corporate work, or toward
education. But getting the prom
ising young person to consider
accounting at all has presented a
big hurdle.
The national organizations rep
resenting the main branches of
accounting all recognize this hur
dle. At a recent annual meeting
they stepped up their co-operative
actions to overcome it.
The presidents and executive
directors of the five organizations
— the American Accounting As
sociation, the AICPA, the Finan
cial Executives Institute, the In
stitute of Internal Auditors, and
the National Association of Ac
countants — endorsed an expand
ed program proposed at their
summit meeting by Professor Ray
M. Powell, national chairman of
the Accounting Careers Council.
The ACC, jointly sponsored by
these five organizations, has de
voted its efforts to attracting stu
dents to the accounting field. In
1964 it started supplementing this
broadside effort by pinpointing
programs on special groups which
should offer a concentration of
good prospects for accounting
careers.

materials. A recent mailing to
27,000 secondary school mathe
matics teachers has already gen
erated more than 2,400 responses.
On a cost basis these contacts
run about one dollar per teacher
requesting materials.
Merit Scholar candidates con
stitute another identifiable group
of good prospects for accounting.
This semester the ACC will con
tact the 40,000 students who rank
in the top 10 per cent of their
graduating classes and who have
participated in the National Mer
it Scholarship Corporation elim
ination.
Beta Alpha Psi members best
exemplify the kind of high-caliber
young people whom the ACC is
trying to attract to accounting.
During the year an ACC subcom
mittee asked these honor juniors
and seniors in accountancy to an
swer a questionnaire on: (1) the
time when they decided to study
accounting, (2) the factors which
determined that choice, and (3)
the individuals who were influen
tial in helping them choose ac
counting. Professor Powell will
analyze their responses as a guide
to deciding at what level the
ACC should make its most vig
orous efforts: whether in junior
high, high school, or the fresh-

Through mathematics teachers

• Heard American Institute
President Thomas D. Flynn urge
that each organization interested
in accounting principles present
consensus views to the Account
ing Principles Board, rather than
forwarding views of individual
members.

in high schools and elementary
schools the ACC tries to reach
students who are proficient in
math. It offers the teachers
“counselor’s packs” of materials,
for classroom distribution, which
contain pamphlets from all the
national organizations and from
various Federal agencies.
A mailing early in 1965 to 32,
000 such teachers produced over
2,700 requests for the packs of

Where to Find Information
on Auditing Banks
In light of the current interest
in audits of banks, an updated
bibliography has been prepared
by the AlCPA's technical in
formation service. Members
may obtain a copy on request.

man/sophomore year of college.
These pinpoint programs will
increase the cost of the ACC
program for the sponsoring or
ganizations. Professor Powell pro
posed an $18,000-a-year budget.
If the budget is approved, the in
crease over the present $12,000
per year would also provide a
modest salary for a full-time ex
ecutive secretary.
The participants at the annual
meeting agreed that “we have
gotten a lot of mileage out of
each dollar spent.” In fulfillment
charges alone, the five organiza
tions save considerable staff time
and postal costs by having the
ACC send out all literature in a
package rather than having each
national organization send its
literature separately.
To the extent of their authori
zations, the representatives of
the sponsoring organizations ap
proved the increased budget. The
AICPA, having the largest budget
of the sponsoring organizations,
would pay $9,500.

In other actions, conference participants . . .

• Decided to explore the pos
sibility of conducting joint re
search in the field of electronic
data processing.

• Listened to the AlCPA’s di
rector of education, Edward S.
Lynn, discuss the probable im
plications of the Common Body
of Knowledge Study, due to be
released late this year.
• Learned from the Financial
Executives Institute that interest
in forming national associations
of corporate financial executives
has been expressed in a number
of foreign countries.
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Bank group meets with AICPA to discuss
business services, SEC law, audits
Top-level bankers met with
members of the American Insti
tute on January 18 to explore
areas of mutual concern. It was
the first meeting of the newly
formed joint committee of the
American Bankers Association and
the AICPA.
The group discussed such ques
tions as:
• banks offering computer serv
ices to CPA clients
• the Multer Bill, which is de
signed to prohibit banks from en
gaging in "nonbanking” services
• bank accounting principles
for banks subject to the 1964
Securities legislation
• independent audits for pub
licly held banks
• financial reports for bank
credit purposes

Since it was the. first meeting,
the discussion remained fairly
general and no attempt was made
to reach any decisions.
Members of the American In
stitute committee are:
Paul Nye, chairman of the
AICPA committee, Price Water
house & Co., New York City
Edwin T. Boyle, Edwin T.
Boyle, Hackensack, N.J.
George V. Carracio, Arthur
Young & Co., Chicago
A. Crawford Clarkson, Jr.,
Clarkson, Harden & Gantt, Co
lumbia, S.C.
Eugene L. Larkin, Jr., Haskins
& Sells, New York City
Frank L. Muncy, Muncy, Mc
Pherson & Co., San Francisco
John L. Carey, executive direc
tor, AICPA.

Richard Lytle, director, tech
nical services, AICPA
Members of the ABA commit
tee include:
Frank M. Dana, chairman, Ex
ecutive Vice President, Bank of
America N.T. & S.A., San Fran
cisco
G.
Edward Cooper, Executive
Vice President, Philadelphia Na
tional Bank, Philadelphia
Thomas O. Cooper, President,
Jefferson State Bank, Jefferson,
Iowa
Edward T. Shipley, Controller,
Wachovia Bank & Trust Co.,
Winston-Salem, N.C.
Robert K. Wilmouth, Vice
President, Operations Dept., First
National Bank of Chicago, Chi
cago
George N. Christie, Secretary,
Credit Policy Committee, ABA
Max C. Dietrick, Director, Bank
Management Committee, ABA
Charles Walker, Executive Vice
President, ABA.
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Profession responds to the computer challenge
Executive com m ittee

Computers are changing the business scene so rapidly that all CPAs must

concentrates on utilize this new tool —or see it turn sharply against them. The executive committee,
co m p u ters .. . concerned about the speed with which this situation is developing, devoted
top priority to the topic of computers at its two-day meeting in Chicago on
February 18-19.
An appraisal of the computer’s impact on accounting practice appears in a
special report from Executive Director John L. Carey on pages 3 and 4.

... approving
“crash program ”...

A special unit of CPAs on the AICPA staff prepared a two-part program to meet
the computer challenge; it has won the executive committee’s general approval.
For a description of the program, see page 7.

. .and revam ping

As one immediate result of this “crash program,” the Institute has tom up the
original plans for this fall’s annual meeting and started work on a series of
sessions which will concentrate on computers. One session will stress the need
for CPAs to recognize the challenge posed by computers and illustrate how they
can expand their services to clients through the use of computers. A second will
focus on what CPAs should know about computers themselves —the hardware,
programing, and the concepts which lie behind their operation. A third will
examine the effect of the new technology on systems design.
The new Commissioner of Internal Revenue, Sheldon S. Cohen, will address
the annual meeting. Mr. Cohen, formerly chief counsel for IRS, is a CPA as well
as a lawyer.

.

the plan fo r
the annual m eeting
program

It a lso considers other
professional matters

The executive committee meeting ranged over a wide number of other professional
concerns —professional standards, referrals, state legislation, recruiting, and
proposed changes in the By-Laws and Code of Professional Ethics.
►
Guidance on standards in management services may be furnished in the
form of tentative statements prepared by the MS committee. To initiate this series
of explanatory documents, it plans to publish its views on the nature of manage
ment services and competence in management services. The documents would
present not only the committee’s rationale but also opposing points of view.
They would take the approach of research studies designed to facilitate discussion
and agreement within the profession on any unresolved issues.
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Other executive
committee actions

► A comprehensive referral service, through which members could call
on each other to perform special engagements, will be set up by the Institute.
The executive committee authorized development and maintenance of a confi
dential listing of members who have classified themselves as willing to perform
referral engagements in various special areas. The system was originally
proposed to facilitate referrals among CPAs whose clients need a particular skill
in any one of the many special fields of management services; now it will be
expanded to include referrals on special types of audits, SEC registrations, or
unusual kinds of tax situations.
► A second national conference on state legislation has been slated for the
spring of 1966. The committee on state legislation recommended this conference
as a result of the enthusiastic response to the one held last fall.
► Problems in recruiting might be cleared up by getting outside experts’
views of why promising college students are — or aren’t — attracted to professional
accounting as a career. The executive committee has appropriated $1,500 for
preparation of a research proposal by Columbia University’s Bureau of Applied
Social Research, an organization which has performed studies of this kind for
the medical and legal professions.
► Further study of possible amendments to the By-Laws, designed to
streamline and clarify the Institute’s disciplinary procedures, was recommended
by the executive committee.
These changes would provide (1 ) for the automatic suspension of a
member whose CPA certificate is suspended or who is convicted of a felony
and (2 ) for the automatic termination of a member whose felony conviction
becomes final, or whose CPA certificate is revoked.
► A proposed change in the Code of Professional Ethics was approved; it
would require members to respond within 30 days to inquiries from the ethics
committee on matters involving alleged violations of the Code and By-Laws.
While the executive committee feels this change is ready in its present form for
submission to Council and the membership, it is reluctant to recommend the
considerable expenditures which the amendment process entails for the sake of
submitting one change now.
Also: the executive committee recommended that the ethics committee develop
an interpretive opinion on the application of the independence rule to members
who serve jointly as auditors and directors of nonprofit organizations. The
ethics committee is currently working on an opinion on the application of the
independence rule when a retired partner of a firm is a stockholder or director
of client companies.

Management services
technical series
nearing release stage
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Around midyear, the first Management Services Technical Study, “Cost Analysis
for Product Line Decisions,” will be published. It will be followed four or five
months later by “Cost Analysis for Pricing Decisions.”
The first study is divided into two sections: (1 ) textual material, and (2 ) four
case studies describing the engagements performed by CPAs in that area. In
turn, each case study will describe the client situation as it developed and
relate how the CPA dealt with the situation.

FROM TH E

JOHN L. CAREY

The Impact of Computers on Practice
a year the Institute has been studying various aspects
of a big problem —how computers will affect accounting practice.
The more it is studied, the bigger the problem grows. The only answer
so far is that the impact will be tremendous —soon.
Most immediate and urgent, perhaps, is the question whether ac
counting services offered by banks and other institutions through
computer installations will invade the practices of local CPA firms or
block their access to new clients.
Some 500 to 600 banks now own computers. A good many of them
are selling “down-time,” not needed for internal purposes, to customers
and depositors. Some banks advertise accounting services to the public.
The range of such services is wide —from payrolls, account recon
ciliation, billing services, analyses of accounts receivable, sales and
expenses, and inventory control, to complete bookkeeping services for
small businesses or professional men, such as doctors.
It is quite possible that a small businessman could get more timely
information on how to run his business better, at less cost, through a
bank’s computer service than from a CPA who had no access to a
computer.
The views of bankers vary widely as to how far they should venture
in this field. Some see it as a rich source of profit. Others caution that
it involves heavy risks, and advise sticking to simple services related
to basic banking functions. The American Bankers Association, as a
voluntary organization, cannot control its member’s activities, but its
policy on this question is conservative. A spokesman has said that there
is no intent on ABA’s part to “get into areas that accountants would
regret seeing banks in.”
The Multer Bill (HR 112), introduced both in the past and present
Congresses, would prevent Federally insured banks from offering com
puter services and other nonbanking services to the business public.
At hearings last year this bill was vigorously supported by the National
Society of Public Accountants and vigorously opposed by the American
Bankers Association. After careful consideration at several meetings
the Institute’s executive committee decided not to support the bill, on
the ground that there was no logical basis on which CPAs could claim
a monopoly of bookkeeping and clerical services. A long line of court
decisions supports this view. On the other hand, if overly aggressive
banks should offer services in violation of state accountancy laws, a
remedy may be found in the state courts.
In any event, the problem would not be solved merely by restraining
banks. Service centers can offer bookkeeping services. A trade associ
ation is providing computer-accounting services for its smaller mem
bers. The Midwest and New York Stock Exchanges are offering similar
services to member firms. A wholesaler is providing such services to
its retail outlets, and “Computax” offers to prepare tax returns (JofA,
Jan.65, p.23). Clearly, there is no limit to the possibilities.
What, then, can CPAs do? They can get access to computers in any
F

or m o r e th a n

one of several ways, and thus be
the means of providing their cli
ents with the benefits of this mar
velous new tool before someone
else does. The CPA has the tre
mendous advantage of knowing
his client’s needs. He can see that
a program is tailored to these
needs. He can interpret the re
sults, and back up this service
with professionally competent ad
vice.
How can small CPA firms get
access to computers? Many are
already using service centers. At
least fifteen local firms, and prob
ably more, have leased or pur
chased their own equipment.
Some CPAs will process work for
other CPAs. Groups of CPAs
might set up co-operative service
centers for their own exclusive
use. Some banks, service centers,
and others who possess computers
would be happy to work with
CPAs in making computer time
available. The following state
ment is significant:
“The maintenance of close work
ing relationships with the account
ing fraternity in the development,
and particularly in the sale of
services to customers, has already
been overlooked by too many
banks. Accountants have profes
sional relationships, which they
want respected, with their clients
who are also the bank’s customers.
Working closely with accountants
can produce important allies. Fail
ure to take this course can result
in blocked sales. The problem, or
the opportunity, with accountants
almost exactly parallels that with
lawyers in connection with trust
work. Therefore, banks know from
experience what should be done
to develop and maintain mutually
beneficial relationships with the
accounting profession.” (Neal J.
Dean, at the ABA National Auto
mation Conference, July, 1964.)
How can CPAs learn what
computers can do? The Institute
offers an introductory professional
development course on Automated
Data Processing which can be
given in any state where a class
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can be assembled. The computer
manufacturers offer courses on
the uses of their equipment. At
the bottom of this page is a list of
recent articles on the subject in
The Journal of Accountancy and
the Institute’s new magazine, Man
agement Services. We hope to do
more. Research programs in com
puter technology, new courses
and conferences are under con
sideration.
Space does not permit even
brief reference here to the im
pact of computers on auditing,
on tax services, on business infor
mation systems, on the possible
expansion of management serv
ices. Certainly computers are al

ready revolutionizing the whole
field of measuring and communi
cating financial and economic
data — and this is the modern
definition o£ accounting!
“It will become essential that
the accountant have as complete
a working knowledge of EDP as
he now has of the fundamentals
of tax laws. . . . Any CPA with a
desire to grow and stay ahead in
his profession m ust. . . familiarize
himself with the new develop
ments in data processing.” (Jor
dan L. Golding, The Journal of
Accountancy, July, 1964.)
Nonaccountants who are expert
in computer technology may pose
a competitive threat to some

CPAs. While competition is not
always pleasant, it is unavoidable
in a competitive, free-enterprise
economy. But the CPA armed
with a computer has an enormous
competitive advantage in his
demonstrated professional com
petence.
The Institute wants to do all it
can to help its members maintain
their position as the identified
professionals in the entire ac
counting field, which now must
include the use of computers.
Comments and suggestions will
be welcome.
F o r m ore on computers,
see page 7

Bibliography of Articles on Computers —
1962 to date
--------- T h e J o u r n a l

of

A c c o u n t a n c y ----------

J. “Data Processing for Small
Business.” vol. 116 (December, 1963), pp. 51-54.
B o n i , G r e g o r y M. “Impact of Electronic Data
Processing on Auditing.” vol. 116 (September,
1963), pp. 39-44.
D i l l , S. L e l a n d a n d A d a m s , D o n a l d L . “Auto
mated Auditing.” vol. 117 (May, 1964), pp. 54-59.
G o ld in g , J o r d an L . “The Nonauditing Aspects of
EDP Installations.” vol. 118 (July, 1964), pp.
43-46.
L y t l e , R ic h a r d C. (ed.). “Case study on use of
computer and statistical techniques.” (Account
ing and Auditing Problems) vol. 117 (April,
1964), pp. 67-68.
_____ . “Computer assists auditor,” ibid., vol. 116
(August, 1963), pp. 75-76.
______ “Computer used to compare voyage ex
penses,” ibid., vol. 118 (August, 1964), pp. 6364, 66-67.
_____ . “Use of computer in checking inventory,”
ibid., vol. 117 (June, 1964), pp. 62-64.
M a n e s , R e n e P i e r r e . “Using Computers to Im
prove Distribution of Service Costs.” vol. 115
(March, 1963), pp. 57-60.
P o r t e r , W. T h o m a s . “Evaluating Internal Controls
in EDP Systems.” vol. 118 (August, 1964), pp.
34-40.
B erg w erk , R ud o lph
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K. “Local Practitioners Can Use
Computers.” vol. 114 (July, 1962), pp. 47-52.
T o a n , A r t h u r B., J r . “Data Processing, Accounting
and Business Administration.” vol. 114 (Novem
ber, 1962), pp. 43-49.
W h i s l e r , T h o m a s L. “The Manager and the Com
puter.” vol. 119 (January, 1965), pp. 27-32.
W r ig h t , R o b e r t G. “Changing Concepts in EDP
Feasibility Studies.” vol. 113 (June, 1962), pp.
47-51.

P u d e r , R ic h a r d

--------- M a n a g e m e n t S e r v i c e s ----------

H. B r u c e . “An Internal Control Checklist
for E D F " ( July-August, 1964), pp. 32-37.
K e l l y , T h o m a s J . a n d N o l a n , J o h n R. “T h e EDP
Feasibility Study” (July-August, 1964), pp. 48-54.
K o e n ig , C h a r l e s , J r . a n d B r u c k , K u r t W. “EDP
Equipment Selection” ( September-October, 1964),
pp. 37-43.
S c h l o s s e r , R o b e r t E. a n d B r u e g m a n , D o n a l d C.
“The Effect of EDP on Internal Control” ( MarchApril, 1964), pp. 44-51.
S m i t h , R o b e r t M. “Automation in a Small Com
pany” ( November-December, 1964), pp. 52-58.
_____ . “Electronic Data Processor — A Reader’s
Guide” ( March-April, 1964), pp. 25-27.
W o l f , E. D. “Rent or Buy?” (November-Decem
ber, 1964), pp. 44-51.
J o p l in ,

How CPAs can meet computer challenge:
Institute adopts program for action
What are computers doing to
accounting practice?
John L. Carey’s column on page
3 starts with this question, then
warns that “the only answer so
far is that the impact will be tre
mendous — soon.”
The Institute has been studying
this question for over a year. It
has decided that the situation
now is so important and so urgent
that it demands a “crash pro
gram.”
The division directors of tech
nical services, education, and pro
fessional development — all of
them CPAs with a broad variety
of experience —made a rapid sur
vey of the situation for presenta
tion to the executive committee.
Here is the essence of their re
port.

The im m ediate problem s
► Computers present serious
problems for the accounting pro
fession which require immediate
attention by the Institute on an
organized basis.
► From the viewpoint of the
practicing profession, the immedi
ate problems relate to the entry
of new competition into areas
now largely served by the ac
counting profession.
► The impact of computers
upon public practice, particularly
over the long term, will be con
siderably more far-reaching than
just their effect on write-up work.
They will also have a major im
pact on auditing, on management
services, and on tax work — not
to mention their over-all impact
on our economy and society.
► The key to successful com
petition lies in increasing mem
bers’ familiarity with: (1) com
puter capabilities and technology,
and (2) the more advanced man
agement services techniques.
These considerations impelled

the staff committee on computers
to recommend starting a twophase program, with one phase
providing for immediate action,
the other phase searching for
long-term solutions. The executive
committee, at its February meet
ing, generally endorsed this pro
gram.
The immediate action phase,
designed for completion within a
year, should achieve two objec
tives: (1) alerting members who
may not have recognized the
probable effect of the computer
on their present practices, nor the
speed with which it may strike;
(2) giving members whatever
aids are readily available to help
them start adapting.
This phase of the program
would include such actions as:
1. A column by Mr. Carey in
The CPA ( see page 3).
2. A follow-up letter from the
Institute’s president, accompanied
by: a listing of places where in
struction on computers can be ob
tained; a brief, selected bibliog
raphy of introductory material on
computers; and a statement of the
recommendations of a number of
practitioners who have made the
transition to computers as to the
specific steps a practitioner should
take to prepare himself.
3. Three one-half day sessions
directed solely to computers at
the 1965 annual meeting — see
page 1 for more information on
these sessions.
4. Journal editorials and fea
tures.
5. A one-volume collection of
published material on the ac
counting implications of compu
ters, including Journal and Man
agement Services magazine ar
ticles.
6. An audit guide and a pro
fessional development course on
auditing computer-kept accounts
(already in process).

For the long-term phase of the
programs, the staff committee
noted the present impossibility of
defining the problems raised by
computers, except in the most
general terms. Consequently, it
recommended carrying out “an
intensive study of computers and
their capabilities as they may re
late to accounting in an effort to
better define the dimensions of
the problem. The study would in
clude a review of the literature,
and interviews with people who
have knowledge and experience
with computer applications to ac
counting.”

Long-term recommendations
The committee suggested that
the long-term program probably
should include such specific ap
proaches as:
1. Basic research into the ca
pabilities of computers (present
and prospective) as they relate
to accounting, including manage
ment services, auditing, tax work,
and write-up work; probably this
research should be conducted in
conjunction with other account
ing associations.
2. Annual computer confer
ences, based on experience gained
at the 1965 annual meeting, with
publication of the proceedings.
3. An expanded professional
development program in the com
puter field.
4. A film on capabilities of com
puters and their probable impact
on practices, for showing at chap
ter meetings.
The long-term program might
well also include any or all of
the following:
Technical studies
Correspondence courses (AICPA
developed)
A study of computer centers
An annotated bibliography
MAP bulletins (on organizing
a practice for operation in the
computer environment)
A planned program of Journal
and Management Services maga
zine articles, and of other types of
publications.
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Have you noticed? Lately accounting’s been making the news
Accounting has made the news
recently in a number of stories
presented in major business pub
lications, trade magazines, and
newspapers.
The Associated Press sent out a
national wire story on AICPA
President Thomas D. Flynns
speeches before financial execu
tives and security analysts in New
York. A writer for the Boston
Traveler devoted his entire col
umn to the speeches.
Duns Review , in a special
January Supplement, "A Guide to
Management Services,” gave an
extensive description of the roles
accountants perform in manage
ment services.
Business W eek (Jan.23, p.88)
and Fortune (Feb., p.138) also
ran stories which referred briefly
to the increasing activity of ac
counting firms in management
services.
Management, the annual credit
grantor magazine published by
the Associated Credit Bureaus of
America, will carry an article by
John L. Carey, “What the Credit
Grantor Should Know About
CPAs,” in its April issue. The ar
ticle discusses some of the quali
fications of CPAs and the stand
ards under which they operate.
The Journal of Finance (Dec.,
p.712) reviewed Accounting Re
search Study No. 6, “Reporting
the Financial Effects of PriceLevel Changes.” Dun’s Review
(Jan., p.112E) and International
Trade Review (Feb., p.53) re
viewed Professional Accounting in
25 Countries. Both are new AICPA
publications.
Business W eek (Jan.23, p.70)
and many newspapers reported
the adoption of a new set of ac
counting standards of national
voluntary health and welfare or
ganizations. The standards were
widely applauded and particular
emphasis was placed on the com
parability features.
Comments on accounting—some
T H E MARCH CPA/PAG E 8

favorable, some unfavorable —fig
ured in recent messages, such as:
► A widely reported speech by
FDIC Commissioner Joseph W.
Barr, who told the Banking Law
Section of the New York State
Bar Association that certification
of banks “remains a desirable
long-range objective; it just does
not seem practicable now.”
► An article by the Chief of
the FPC Division of Systems, Wil
liam Powell, in the Public Utili
ties Fortnightly (Jan.7, p.36) on
“The Case for the Regulatory Ac
countant.” Mr. Powell, who takes
the accounting profession to task
on several matters, makes these
points: “the accounting profession
unfortunately has been somewhat
negligent in establishing sound
principles”; regulatory account
ants, while sharing some respon
sibility for an ever-widening gap
between themselves and public

accountants, believe public ac
countants “are too prone to pro
mote a ‘client image’ and arro
gate unto themselves a nonexistent
superior knowledge of what is
sound and proper in the account
ing field”; “the refusal of public
accountants to recognize the Uni
form System of Accounts as being
in accord with generally accepted
accounting principles” means that
“regulatory commissions cannot
place full reliance on the audits
or opinions of independent certi
fying accountants.”
►
A speech by the “dean” of
financial analysts, Benjamin Gra
ham, before a group of Chartered
Financial Analysts. He urges them
to lead in pressing for more com
plete and uniform breakdowns in
the financial reporting of diversi
fied companies to disclose profits
attributed to different divisions in
different industries.

Paris will host International Congress in 1967—
“ New Frontiers of Accountancy” to be explored
The Ninth International Con
gress of Accountants is beginning
to take form. These are the plans
at this early stage:
First, it’s going to be held in
Paris —Paris in the Fall, Septem
ber 7-12, 1967, to be exact.
Second, the theme of the Con
gress is “The New Frontiers of
Accountancy.” The papers pre
sented will cover the economic,
geographic, and technical and
scientific aspects of the theme.
Third, the American Institute
will play a prominent role. Ac
cording to Clifford V. Heim
bucher, immediate past president
of the American Institute, the
AICPA has been asked to co
ordinate the selection of “re
porters,” who will prepare the
papers to be submitted from the
United States. The persons se-

lected as reporters will also serve
as panel leaders for the 20-to-25
man sessions in which the topics
of their papers will be discussed.
Mr. Heimbucher represents the
AICPA on the “committee of
ten,” the group charged with the
responsibility for guiding the de
velopment of the Congress.
A listing of the areas in which
papers are to be presented gives
an idea of the frontiers that the
Congress will explore.

Economic aspect
(1) Role of accountant in as
sisting government in economic
affairs; (2) contribution of ac
counting to investment decisions;
(3) accounting as a means of
measuring productivity in admin
istrative and commercial fields;
(4) budgetary accounting and its

prospects; (5) accounting as the
measurement and communication
of all economic data.

Allied Crude Vegetable Oil case prompts
survey of warehouse auditing practices

Geographic aspect
(1) International harmoniza
tion of accounting principles and
reporting; (2) international har
monization of auditing standards
and procedures; (3) accounting
problems peculiar to international
groups; (4) international compar
ability of investments and costs.

In the latter part of 1963 the
Allied Crude Vegetable Oil Corp.
presented the American business
community with “the case of the
missing salad oil.” Ever since,
members of the accounting pro
fession have been asking one an
other (and the Institute) whether
the auditing procedures relating
Technical and scientific aspects
to goods in custody need to be re
(1)
Present limits and pros examined and, perhaps, revised.
pects of the technical means avail
Immediately after the case
able to accounting; (2) effect on
broke, the Institutes committee
auditing of technical and scien
on auditing procedure began to
tific methods; (3) role of new
study the over-all aspects of
and expected techniques in en
warehousing and the safekeeping
larging the accounting function;
of goods for others, as well as the
(4) mathematics and accounting.
implications of the Allied situa
tion. In the early days of its
The future
study, the committee decided that
(1)
The task of the accountant before any decision could be
of tomorrow and his training
made as to possible revisions in
within the “New Frontiers.”
present auditing procedures re
garding goods held in ware
Language will be no barrier.
houses, it would have to learn
Every session will be conducted
more about: the internal opera
in either French or English with
tions of warehouses, and also —
simultaneous translation.
• What the practicing CPA
Other American accounting
currently regards as generally ac
groups that will be invited to at
cepted auditing procedures in this
tend the Congress include: the
area
American Accounting Association,
• Perhaps even more impor
the American Women’s Society
tantly, what procedures the CPA
of CPAs, the Financial Executives
regarded as generally acceptable
Institute, the Federal Govern
prior to the Allied affair
ment Accountants Association,
• The thinking of practitioners
the Institute of Internal Auditors,
with respect to the general scope
the Municipal Finance Officers
of the problems and the direction
Association, and the National As
that this is currently taking
Only after it had gathered this
sociation of Accountants.

Bruschi to be responsible for CPA examination
Chief staff responsibility for
preparation and grading of the
Uniform CPA Examination will
be assumed by William C. Bruschi,
CPA, on September 1 when Ed
ward S. Lynn, CPA, leaves the
Institute to resume teaching, at
the University of Arizona.
Prior to joining the Institute

staff in 1959, Mr. Bruschi held
such positions as assistant con
troller of Princeton University,
staff member of a public account
ing firm, controller of an indus
trial company, and instructor in
accounting at Rutgers University.
He received his M.B.A. and B.S.
degrees from Rutgers.

evidence, the committee felt,
could it form intelligent judg
ments regarding what future ac
tions should be taken, if any.
This thinking led the committee
to vote to conduct an in-depth
survey of approximately 100 ware
houses which were audited by
members of the Institute, since it
was generally agreed that mem
bers — particularly those con
cerned with the warehouse indus
try — would be anxious to help
with this study. Both the Amer
ican Warehousemens Association
and the National Association of
Refrigerated Warehouses are as
sisting the committee by soliciting
co-operation from their member
companies selected in the survey.
At the present time, members
of the committee (or members of
their firms) are beginning to call
upon warehouse managers and
their independent auditors. Armed
with a comprehensive question
naire, these volunteers are gather
ing vital information regarding
the many aspects of warehousing
and auditing warehouses.
Of course all survey partici
pants are aware of the confiden
tial nature of the information in
volved and every step is being
taken to respect this confidential
ity: (1) No names or addresses of
any participants are listed on the
questionnaires; (2) All completed
questionnaires are being mailed
directly to the Institute (no copies
anywhere) where they are to be
processed by AICPA staff per
sonnel; (3) No record will exist
as to the place from which the
questionnaires were mailed (the
envelopes will be destroyed upon
opening).
The committee feels that these
protective steps will be appreci
ated by the participants, and help
obtain more candid responses.
L

C a p a c i , Manager
Auditing Procedure

aw ren ce
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A Member's Geographic Guide to Spring/Summer PD Courses
An Introduction to ADP

Tax season will be over April 16
and the professional develop
ment program starts its new
season on April 26. Here is a
complete list of all the work
shops, clinics, and conferences
scheduled for spring/summer
1965. For more complete details,
contact the person in charge of
professional development in your
state society.

Nashville, Tenn., M ay 17-18
Oklahoma C ity, Okla., May
20-21

Chicago, July 8-9
Charlotte, N.C., July 22-23
Virginia Beach, Va., July 29-30
Am arillo, Texas, August 19-20

Developing a Management
Services Practice
Ann A rbor, Mich., May 6-7
Birmingham, Ala., May 10-11
Newark, N.J., June 3-4
Louisville, Ky., July 12-13
Milwaukee, Wis., July 29-30

Management Services
Lecture Series— Cost
Analysis: Techniques for
Effective Decision Making
Chicago, June 7-8
Scottsdale, A riz., June 14-15
Washington, D.C., June 21-22
W ichita, Kan., August 2-3

How to Increase
Staff Efficiency
Atlanta, Ga., May 13-14
New Orleans, May 17-18
Dallas, Texas, May 20-21
Cleveland, June 10-11
Seattle, Wash., July 15-16
Minneapolis, Minn., August
12-13

The 1965 Tax Lecture Series
Washington, D.C., May 10 -1 1
Columbus, Ohio, July 15-16
Denver, Colo., July 29-30
Las Vegas, Nev., August 16-17

M ARCH

How to Manage
Los A ngeles, A p ril 26-27
Portland, Ore., A p ril 29-30
Chicago, June 3-4
Toronto, Canada, June 7-8
Baltimore, July 19-20

Improving the
Administration of
Your Practice
Pittsburgh, Pa., A p ril 30M ay 1
New York C ity, M ay 24-25
East Lansing, Mich., June 2829
Philadelphia, Pa., July 29-30
Dallas, Texas, August 16-17

Procedural Problems in
Tax Practice
Columbus, Ohio, M ay 6-7
Harrisburg, Pa., M ay 13-14
Scottsdale, Ariz., May 20-21
Houston, Texas, M ay 24-25
New York C ity, June 10-11
St. Louis, July 26-27

1965

Second class postage paid at New York, N. Y
The CPA is the m em bership bulletin of th e A m e ri
can In stitute o f C ertified Public A ccountants, Inc.
6 66 FIFTH AVENU E, NEW YORK, N. Y. 10019

Automatic admission
issue revived
in Congress

AICPA praises
IRS procedure on
accounting changes
suggests modifications

,

The “automatic admission of attorneys” proposal, which the Institute opposed
last year, has bobbed up again in the current session of Congress. This time the
concept — providing automatic admission to practice before any Federal
agency for all attorneys who are in good standing with the bars of their states — is
embodied in bill S 1336. The American Institute is preparing a presentation for
the hearings on the bill, which are scheduled to be held by a subcommittee of
the Senate Judiciary Committee on May 12-14.
As many tax practitioners appreciate, Revenue Procedure 64-16 has proved
itself a useful method for changing “accounting practices” for tax purposes in
the year that it has been in effect. Now, the AICPA’s committee on Federal
taxation has proposed holding discussions with the Internal Revenue Service to
further improve the procedure’s usefulness. Such discussions might work
toward incorporating this procedure as part of the regulations and decentral
izing the procedure by giving District Directors’ Offices the authority to grant
permission for accounting-method changes.

Institute active
in SEC matters

Last month members of the Securities and Exchange Commission got an offthe-record briefing on the Institute’s efforts toward improving financial reporting
from President T. D. Flynn, APB members C. V. Heimbucher and F. T. Weston,
and AICPA Executive Director J. L. Carey and Research Director R. K. Storey.
The committee on relations with the SEC has submitted comments on proposed
amendments to proxy rules, to Forms 8-K, 10-K, and 12-K, and to the regula
tions on savings and loan accounting.

Dallas magnate
to speak at
annual meeting

“No one who reads the financial news could miss the spectacular moves that
have put Troy V. Post in the headlines” says a recent Fortune article on the man
who will address the Wednesday luncheon at the Institute’s meeting in Dallas
this fall. The article (Jan.65, p. 155) says of Mr. Post, chairman of the board of
Greatamerica Corporation, that “his success has always been based on keeping
his mind wide open to the unexpected.”
Members will receive an outline of the meeting program and information
about how to register and make hotel reservations in the June issue of The CPA.

"Inventory of
Generally Accepted
Accounting Principles

The Institute has just published Accounting Research Study No. 7, a compre
hensive compilation of AICPA and SEC pronouncements and established
practices in financial reporting by American business. Authored by former AICPA
Research Director Paul Grady, this “Inventory of Generally Accepted Accounting
Principles for Business Enterprises” gives the profession and the APB a sys
tematic description of principles as they exist currently. The study will be widely
circulated in the business and financial community.

”

The CPA, April 1965. Published monthly, except July-August when bimonthly, for membership of the AICPA, Inc. Vol. 45,
No. 4. Publication and editorial office: 666 Fifth Ave., New York, N. Y. 10019. Second-class postage paid at New York, N. Y.

What members think on current issues
much of this effort is lost in a will
ingness to accept the general
public’s current image of an ac
countant. The suggested proce
dure in Mr. Carey’s column will
have limited effect as long as
the general public remains un
informed about the accounting
profession’s contribution to the
business society.
Having had the opportunity to
speak to high school students on
“Career Days,” I find contact has
been limited to the ill-equipped
or uninterested student who, by
misunderstanding or with vary
ing degrees of reluctance, selects
the accounting group. Too often
the high school student’s career
plans emanate from his parents,
family relations, or other unin
formed sources. The communica
tions gap is not between the CPA
firm and the young people but
rather between the CPA firm and
the “man on the street.”
An able young person will want
an accounting career when he
knows that his fellow students and
family contacts will point with
pride and respect to his choice
of a career.
R o b e r t G. P e p p e r

Recruiting
E d . N o t e : In his column for the
January 1965 CPA, John L. Carey
stated that “getting and keeping
good staff men is still the most
urgent need of many local firms.”
Many members agreed with Mr.
Carey and sent The CPA letters
telling of their own experiences
with this problem. This is what a
few of them had to say.

Getting bright young people
into the field of public account
ing is really not so difficult as it
may appear to some practitioners.
However, CPAs cannot rely on
the American Institute or on stu
dent counselors to be the only
instigators of occupational en
thusiasm for accounting. In addi
tion to these institutional efforts,
CPA firms should adopt programs
whereby they will offer summer
employment to talented young
people who are between their
junior and senior high school
years. This is somewhat reminis
cent of the training method and
apprenticeship employed by firms
of chartered accountants in plac
ing what were called articled
clerks on their staffs and giving
them both employment and train
ing. Our firm has been practicing
this for the past five years.
It works splendidly for both
the employer and for the young
employees whom we call audit
clerks. As a result, we have built
up an inventory of superior young
people who have had experience
in the public accounting field
and who now plan to enter it and
follow it as their lifetime profes
sion.
J o h n B. R e id , J r .

Dallas, Texas
Although an intensive effort is
currently being made by various
accounting organizations toward
developing high school students’
interest in the field of accounting,
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Salt Lake City, Utah
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I would like to commend Mr.
Carey for his efforts in trying
to get local practitioners to help
themselves. Whether they rea
lize it or not, most of their per
sonnel problems exist because
of themselves. Problems such as
recruiting can be solved by not
being “too busy”; they “can all af
ford” to drive a couple of hun
dred miles and stay at a hotel for
the night.
A case in hand is our very own.
We began a recruiting program in
1961 and today we compete with
both big and small with the posi
tive attitude that we can get the
man we want despite the com
petition. This is not to imply that
it is easy, but to emphasize that

it can be done if you so desire.
Enclosed you will find a copy
of our brochure which my part
ner wrote and a friend illustrated.
I cannot overstate the help it has
been. Therefore, my first sugges
tion to anyone about to begin a
recruiting program is to have
some sort of brochure to give the
basic information about his firm.
Another phase of recruiting
which we have exploited is psy
chological evaluations by a clini
cal psychologist. . . . The infor
mation you get from these re
ports helps considerably in com
paring applicants as well as de
termining their strong and weak
points. We consider this part of
our recruiting program the most
important.
Some practitioners may argue
that this costs too much and that
it still doesn’t prevent staff men
from quitting at a crucial time.
They may be right about the
costs, but I’m sure I can find ex
penses in their offices that are too
high or are being wasted. And
about the loss of men —there is
no way that this can be pre
vented; however, if you have a
program and have made the
proper contacts, you can rest
easier at night knowing you can
replace them in a short time —as
well as add to your staff when
needed.
H. T. B u l l a r d , J r .

Waynesville, N.C.
What an “ opinion” means

It is time that we clear up
language regarding use of the
word opinion in referring to ac
countants’ reports. Changing the
Code of Professional Ethics as in
the recently adopted revision of
Rule 2.03 merely puts off the date
when clarification will be made.
Simply stated, revised Rule 2.03
provides that the accountant:
(a) Express an unqualified
opinion
(b) Express a qualified opin
ion
(c) Express an adverse opin
ion

(d ) Disclaim an opinion or
(e) Disclose that the state
ments were not audited
The anomaly of the rule change
is that, when we add the term
adverse opinion, we use the word
opinion as most laymen would
use it, that is:
“A conclusion or judgment held
with confidence, but falling short
of positive knowledge.”
In other words —“an informed
judgment.”
But as accountants, in our toocharacteristic way, we have at
tached a different meaning to the
word. We have substituted opin
ion for the older term certificate,
giving the word a positive mean
ing, an indication of approval.
So — in (a), (b), and (d) of
the revised rule, we use the word
opinion in one sense — that of
giving or withholding an “in
formed approval,” and in the new
(c), we use opinion in a different
sense — that of rendering an “in
formed judgment.”
Certainly this is neither clear
nor consistent, and we can hardly
expect laymen who read state
ments to understand us.
W ithout wishing to be face
tious, but to clarify my point, I
wonder if it has been considered
that an auditor might arrive at an
“unqualifiedly adverse opinion”?
Perhaps it is time that we re
define the word opinion to mean
what a layman means — an in
formed judgment. Then we can
start talking about:
(a) Favorable (or positive)
opinions
(b) Qualified opinions or
(c ) Unfavorable ( or negative)
(or adverse) opinions
Perhaps then our audience
would understand us. As account
ants we must not be guilty of
careless language.
N e il E. C l if t o n
Peoria, Ill.

The role of the woman CPA
This letter is in response to
the Novem ber CPA article “Who
wants to be a CPA? N ot enough

of the right students, U.S. study
fin ds.”

There is a great potential for
growth in the accounting profes
sion which must be m et by in
creased recruitment from the
younger generation. Women could
provide a vital source of talent in
meeting these challenges if they
were given the proper motivation.
As things stand today they are
not provided with this motivation.
Too often they are discouraged
from beginning a course leading
to an accounting degree. Too
often after they have completed
their education they are over
looked in placement centers. Too
often they are working behind the
scenes only, in research depart
ments or on “in office” assign
ments. They are not introduced
on the job nor do they work di
rectly with the clients.
Women are told that they
marry and have babies and move
from place to place. Granted. (I
am a married woman and the
mother of four girls.) We hear
that we are not able to work
the extra hours required during
peak seasons. Granted, to a de
gree. W e hear that we are not
available for out-of-town assign

ments or that special arrange
ments must be made for us.
Granted, to a degree.
But we need go no further than
the teaching profession to find
women who begin their careers
and retire in the same school sys
tem. And would it not be possible
to work under more normal con
ditions during even the peak sea
son if we had an adequate staff
of qualified personnel? As for
out-of-town assignments, for small
firms this is a small barrier. I
work out-of-town jobs, though
none overnight.
There is no argument regarding
competence. We all hire and
work and associate with women.
And women do not want to take
the place of men, but only to take
their own place in this growing
profession.
My father was a certified pub
lic accountant. He gave me my
motivation and my opportunity.
I love my work and my place in
this field. But I would like to see
the door of opportunity open to
all qualified women. I believe we
need them and I know it is up to
us to give them the desire to join
us.
J o a n W. T ay lo r
Marshall, Texas

President's Calendar
A Schedule of Mr. Flynn's Speeches
A major part of the effort to
narrow the differences in ac
counting principles is "getting
the message across." American
June 4
June 11
June
June
June
June
June

18
21
22
23-26
29

Nov. 2

Institute President Thomas D.
Flynn is doing just that — as this
schedule of his speaking engage
ments shows.

Alabama Society annual meeting: Huntsville
Middle Atlantic States Accounting Conference:
Asheville, N.C.
Minnesota Society annual meeting: Minneapolis
Texas Society annual meeting: San Antonio
California Society annual meeting: Coronado
Pacific Northwest Conference: Spokane, Wash.
Million Dollar Round Table annual meeting: Colorado
Springs, Colo. Topic: "Planning for a Profession's
Future"
International Conference of the Financial Executives
Institute: Los Angeles. Topic: "Management's Stake
in Accounting Principles"
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Aids help CPAs explain school budgets
to public. Available to chapters . . .
A civic-minded CPA often feels
like “the invisible man” in a
volunteer organization, where he
generally works in obscurity as
the treasurer or money man. But
cost of education raises the kind
of civic question on which the
CPA-citizen can helpfully bring
his views to the attention of the
general public.
The Institutes public relations
staff has prepared a guide for
“Telling the School Costs Story,”
based on the highly successful
“Public School Costs” booklet pub
lished in 1963. ( More than 50,000
copies of the booklet were dis
tributed by the Institute and state
societies to school boards and tax
payers. ) The guide suggests some
ways in which local CPA groups
can increase public understand
ing of the basic factors in school

budgets. It contains illustrative
newspaper articles, charts, and a
speech, all of which can be modi
fied to meet the local needs.
While designed primarily for
use by chapter committees of
state societies, much of the guide
can be utilized by individual
members. Copies are available
from the Institute office.
As the introduction points out,
“this is the kind of service which,
if done well, wins recognition and
respect for the profession's in
terest in the public welfare.”

. . . local groups
The Institute’s booklet “Public
School Costs” is the basis for two

feature articles on the nature of

1965 Staff Training Schedule for
Professional Development Live-In Programs
July 12-23
August 2-13
August 2-13
August 9-20
August 23-September 3
August 23-September 3

Oklahoma State University, Stillwater,
Okla.
University of North Carolina, Chapel
Hill, N.C.
University of Colorado, Boulder, Colo.
University of Massachusetts, Amherst,
Mass.
Bradley University, Peoria, III.
Menlo College, Menlo Park, Calif.

"What kind of a program is it?"
Ten full days of lectures, case
discussions, problem-solving ses
sions, workshops, and guided
study — all designed to give
your staff accountants the ba
sics every practitioner must
have.
"What areas are covered?"
Auditing is heavily stressed,
but emphasis is also given to
other subjects.
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"Who can attend?" Any mem
ber of your staff. But the pro
gram is especially meaningful
to staff men of small- and me
dium-sized firms and to the
newer members of all firms.
"How can you find out more?"
Contact the Professional De
velopment Division, American
Institute of Certified Public
Accountants, 666 Fifth Avenue,
New York, N.Y. 10019.

school expenditures and budget
ing. The statistics have been
brought up to date and provision
is made for insertion of compara
tive local figures which can be
obtained by the local groups. Be
cause the public votes on school
budgets in many states the arti
cles are oriented to this situation,
but can be modified to meet other
local needs.
A pattern speech suitable for
service clubs, PTAs, and other
groups supplements the school
articles or can be used independ
ently. Here again, provision is
made for local comparisons, and
the text is an illustrative guide
line.
Neither program attempts to
sell the CPA or his service but
each is designed to demonstrate
his concern and knowledgeability
in areas of public interest. The
materials are available through
the Institute’s state society rela
tions department for distribution
through state societies or directly
to members who request them.

U.S. Dept. names CPA
to head new audit unit
James L. Thompson has been
appointed to the newly created
position of Director of Audit, De
partment of Health, Education,
and Welfare. A member of the
American Institute, Mr. Thomp
son is currently national president
of the Federal Government Ac
countants Association.
HEW Secretary Anthony J. Cel
ebrezze, in announcing the ap
pointment, also revealed that all
the agency’s auditing activities
would be completely reorganized
to consolidate audit groups now
scattered throughout the Depart
ment.
Upon learning of Mr. Thomp
son’s appointment, AICPA Exec
utive Director John L. Carey said,
“I can hardly imagine a more im
portant area for the maintenance
of sound financial controls and
audit procedure.”

AICPA to be represented
at conference in India
The Fourth Asian & Pacific [ac
counting] Conference will be held
in New Delhi, India, from Novem
ber 29 to December 1. The tech
nical program consisting of six
sessions will include discussions
on accounting, auditing, taxation,
management accounting, and pro
fessional development.
The following CPAs will offi
cially represent the American In
stitute at the conference: John J.
Deering, partner, Arthur Young &
Company, New York City; David
O. Gillette, partner, Baker & Gil
lette, Honolulu, Hawaii; George
H. Carter, Lybrand, Ross Bros. &
Montgomery, Tokyo, Japan.
If you are interested in attend

ing, you are urged to contact the
Director of Professional Relations
at the Institute, as soon as pos
sible.
The registration fee for over
seas delegates, observers, and
their wives has been waived and

they will be responsible only for
personal expenses such as hotel ac
commodations, meals, travel, and
tour fees. Several pre- and postconference tours have been ar
ranged by the conference com
mittee.

Do your clients have interests in Mexico?
If your clients have business in
terests in Mexico, or if they are
thinking about entering that na
tion's booming economy, circle
April 25-28 on your calendar. On
these dates a special advisory
group will be available to answer
any questions you have concern
ing business in Mexico.
The group, cosponsored by the
American Chamber of Commerce

of Mexico and the U.S. Chamber
of Commerce will be available for
consultation daily at the Washing
ton Hilton Hotel during the U.S.
Chamber National Convention in
Washington, D.C. It can advise
you on such matters as taxes,
joint venture operations, markets,
legal problems, banking, Mexican
corporate structure licensees, gov
ernment policy, and labor.

In the Recent Referendum Ballot, Members Approved All Proposed Changes
in the By-Laws and Code of Professional Ethics. The Results:

BY-LAW CHANGES

Limiting the elected members
of Council to a number to be
determined by A IC P A mem
bership figures on August 31,
1965.

Increasing number of Council
members at large. Effective
April I, 1965.

Permitting state societies to
designate as a Council mem
ber any Institute member for
maximum of six one-year terms.
Effective April 1.

Permitting election to the ex
ecutive committee of former
as well as present members of
Council. Effective April 1.

HOW MEMBERS
VOTED ON THEM

Yes
No
No Answer
Total

Yes
No
No Answer
Total

Yes
No
No Answer
Total

Yes
No
No Answer
Total

92.9%
6.1
1.0
100.0%

78.8%
19.8
1.4
100.0%

92.9%
5.8
1.3
100.0%

85.0%
13.2
1.8
100.0%

CODE CHANGES

Describing conditions under
which a member may utilize
other accountant's work in ex
pressing an opinion (Rule 2.01).
Effective March 4, 1965.

Requiring that an adverse opin
ion be expressed where appro
priate rather than a disclaimer
(Rule 2.03). Effective March 4.

Prohibiting fee-splitting with
nonpractitioners (Rule 3.04). Ef
fective March 4.

Authorizing retention of former
partners’ names in firm title
(Rule 4.02). Effective March 4.

HOW MEMBERS
VOTED ON THEM

Yes
No
No Answer
Total

Yes
No
No Answer
Total

Yes
No
No Answer
Total

Yes
No
No Answer
Total

92.3%
7.1
0.6
100.0%

89.4%
10.0
0.6
100.0%

94.0%
5.2
0.8
100.0%

84.6%
14.5
0.9
100.0%
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Sub-boards decide on expulsion for
one member, admonishment for another
A sub-board expelled a mem
ber who was convicted of de
frauding the United States.

The expulsion of the member
therefore became effective on No
vember 18, 1964.

August 28. A sub-board found
that a member had been con
victed of a crime involving moral
turpitude in that he had been
convicted in Federal court, on his
plea of not guilty and a verdict
of guilty, of the offense of con
spiring to defraud the United
States by impeding and defeat
ing the lawful functions of the
Internal Revenue Service in the
ascertainment, computation, and
collection of income taxes.
The By-Laws provide for man
datory expulsion upon such a
finding.
The member submitted a re
quest that the Trial Board review
the sub-board’s decision. On No
vember 18, 1964, an ad hoc com
mittee of the Trial Board denied
the member’s request for review.

A sub-board admonished a
member who failed to reply to
inquiries of the ethics committee.
October 5. A sub-board of the
Institute’s Trial Board found that
John E. Pierce, Jr., of 115 South
Palmetto Avenue, Daytona Beach,
Florida, had committed acts dis
creditable to the profession in
that he had failed, on three sep
arate occasions, to respond to
communications sent to him on
behalf of the ethics committee on
a matter involving possible vio
lation of the Institute’s Code of
Professional Ethics or By-Laws.
Mr. Pierce was summoned to at
tend the sub-board meeting but
did not appear. The sub-board
decided that Mr. Pierce should
be admonished that in the future

LEGISLATIVE REPORT
March 9

, 1965

V o l . 1 , No. 1

The f i r s t o f a s e r i e s o f o n e -p a g e r e p o r t s on d e v e l o p 
ments i n s t a t e a c c o u n t a n c y l e g i s l a t i o n .
These w i l l
a l s o i n c l u d e e d i t o r i a l s , d o ' s and d o n ' t ' s , a n a l y s e s o f
s u c c e s s e s and f a i l u r e s , i n f o r m a t i o n on l e g i s l a t i v e
p o l i c y , and so on .
R e p o r t s w i l l be s e n t to you e v e r y

Legislative Report—a news
letter on current statehouse
activities affecting accounting
— started publication this
March. The Institute’s new
service is designed to improve
co-ordination and communi
cation among professional so
cieties on all aspects of state
accountancy legislation.
Prepared by the AICPA
staff and committee on state
TH E A PR IL CPA/PAG E 6

legislation, Legislative Report
will feature developments in
state accountancy legislation,
editorials, analyses of legis
lative successes and failures,
and information on legislative
policy. The reports will be
mailed frequently during the
legislative season, and less
often at other times. They will
automatically go to members
of Council and to committee

he must observe his professional
obligation to respond to inquiries
of the ethics committee.
In the letter of admonition the
chairman of the Trial Board ac
knowledged that the limiting of
action to an admonition might
make it appear that Mr. Pierce’s
failure to observe a professional
obligation was being condoned.
However, the letter concluded as
follows:
“It is the hope of the Trial
Board that the influence of this
admonition will remain with you
as long as you are a member of
our profession. If it does, the re
straint shown by the sub-board in
imposing this disciplinary action
will have been justified.”
The matter involving possible
violation of the Code remains on
the agenda of the committee on
professional ethics and will be
dealt with on its merits when the
committee has completed its in
vestigation.

The Trial Board de
cides whether the published state
ment of a case shall disclose the
name of the member involved.
E d. N o t e :

members and state society
personnel directly concerned
with state legislation. Other
members who wish to receive
the reports should write to the
Legislative Advisory Service
at the American Institute of
CPAs.
Members are urged to no
tify the Institute as soon as
possible of any legislation
sponsored either by their own
society or any other group
which affects the practice of
public accounting. The infor
mation will be used to deter
mine national trends, to keep
other members informed, and
to determine what action, if
any, should be taken.

Information submitted by a
member will be treated as
confidential if it is marked as
such.

Where is American Government going?
Our man in Washington takes a long look
Our government is changing
fast; is it changing for the better?
Every accountant in America
has pondered this question. Gov
ernment helps finance his clients.
It taxes and regulates them. It
confers and regulates the ac
countant's right to practice. It
asks him (and his clients) ques
tions he would resent even if his
mother asked them. It does all of
this because the total public in
terest is invoked, and the reten
tion of this situation, as reflected
at the polls, implies that this is
clearly the will of the people.
In this environment, what will
the accountant’s tomorrow be
like? Whether we like it or not,
what will tomorrow bring in
American government? This writer
has a cloudy crystal ball, usu
ally hidden in a dark cellar. It
has been brought forth only at
the editor’s insistence, aimed at
1984, and this column represents
my personal view of what it fore
shadows.
However, to check my person
al impressions, I submitted my
guesses to several people, whose
caliber of experience with gov
ernment I respect, in both politi
cal parties. With one lone dis
sent, their impressions generally
agreed with my own. These com
mentators included a former
White House assistant, an aide
to a prominent House leader, a
conservative businessman, a wellknown author of textbooks on
American government, a liberal
educator, two executive directors
of national businessmen’s associ
ations, an engineer, and an econo
mist. I had stressed candor, and
while several excellent but mark
edly differing letters resulted, Re
publicans and Democrats gener
ally agreed that what I had writ
ten was a fair and accurate pro
jection of the kind of government
which is likely to exist in 1984.

Here is what the crystal ball
seems to show:
1. Increased national economic
planning . . . This kind of “cen
tral planning” probably will not
follow the classic European pat
tern, where outside cadres of the
“intellectual elite” have held
forth. More likely it will be con
ducted by a White House secre
tariat, using outside advisers, and
be subject to Executive and Con
gressional checks.
2. Continuing expansion of Fed

eral, state, and local bureaucra
cies . . . Total governmental em
ployment grows at all levels, but
in recent years state and local gov
ernment expenditures have grown
much more rapidly than Federal.
At all levels, elected and ap
pointed officials have played a de
creasing role as compared with
career employees; in the Federal
Government, Civil Service em
ployees increased from 69 to 85
per cent of the total between
1941 and 1961.
3. Expanding influence of the
Executive branch . . . Presidents
and Congresses come and go, but
the objectives of agency pro
grams remain generally constant.
This provides stability in pro
gram, but is accompanied by in
terim delegation to the Executive
branch of Government by the
Congress and voters.
4. Sharp increases in urban
and suburban influence . . . This
will (and already has begun to)
influence major Federal legisla
tion. Decreased rural and small
town influence is under way.
5. Decentralization to state and
local governments . . . More Fed
eral grants to states, but with less
Federal financial control. (Put
another way, more Federal mon
ey, but more state control — the
Federal highway program is a
prototype.)
6. Immense technological em

phasis . . . Federal control over
scientific decisions, through grants
to business and educational re
cipients, is already extensive. Fed
eral use of computers may also
stimulate large-scale correlated
responses — on the part of regu
lated enterprises.
7. Increased governmental ex
penditures . . . This is a sure thing.
It may be accompanied by re
duced reliance on top-level ac
counting experience within gov
ernment, as compared with the
influence of other experts such
as economists and engineers. The
number of CPAs in government
has never kept step with the pace
of expenditures, so it is quite
possible that other disciplines will
help fill the vacuum. If account
ants are to reverse this trend, they
must show themselves more inter
ested in Government in the future.
8. A total increase in the gov
ernment role . . . This will have
an impact on all elements of so
ciety, affecting business clients
and accountants in varied ways.
This would suggest a growing
need for accountants to be closely
aware of Federal, state, and local
government actions.
The date George Orwell picked
for the title of his frightening
book about a government-domi
nated society, 1984, was chosen
as a reasonable target date for my
predictions in the hope that at
worst things will not be nearly as
bad as he pictured them. But if
the nightmare of “Big Brother is
watching you” is to be avoided,
accountants and all other alert
citizens must take a much more
active part in the governmental
process.
The difficulties of the task were
once sharply summarized by the
French revolutionary, Danton,
the night before he was be
headed. Said Danton: “Tomorrow,
I shall sleep in glory . . . but one
had better be a poor fisherman
than meddle with the art of gov
erning men.”
L y m a n L . B r y a n , Director,
Washington Office
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Executive-style Peace Corps offers
CPAs opportunities to serve overseas
What the Peace Corps does for
the people of the underdeveloped
nations, the International Execu
tive Service Corps hopes to do
for business in these same coun
tries. Retired or semi-retired CPAs
may find this service offers chal
lenging new outlets for their
years of professional experience.
Lack of managerial personnel
has seriously hampered the newly
emerging nations of the world in
their efforts at achieving econom
ic stability; IESC hopes to meet
these needs by providing Ameri
can executive know-how. Assign
ments — currently limited to a few
countries — generally run from a
few months to a year. IESC hopes
that its retired executives will
make their services available free
of charge while having all ex
penses paid.
The service’s board of directors

A P R IL

includes top-flight American busi
nessmen, headed by Chase Man
hattan’s David Rockefeller. Op
erating the nonprofit organization
on a day-to-day basis is the for
mer board chairman of General
Dynamics, Frank Pace, Jr.
For more information, CPAs
should contact Alden C. Smith,
CPA, International Executive Serv
ice Corps, 720 Fifth Avenue, New
York, N.Y. 10019.

IRS, AICPA experiment
on revenue ruling plan
The Internal Revenue Service
has asked the Institute to par
ticipate in an experimental plan
to identify and develop issues on
which an expression of the IRS
position would be helpful.
Accepting the invitation from

assistant IRS Commissioner Har
old T. Swartz, Thomas J. Graves,
chairman of the AICPA commit
tee on Federal taxation, said that
“this presents us with an unusual
opportunity to seek resolution of
[troublesome] issues. . ."
Members of the tax committee
are conducting a search now for
issues where a statement of IRS
position is needed. Under the
plan representatives of IRS and
the tax committee will meet peri
odically to consider such issues.
Where they agree, a draft of the
proposed ruling or procedure will
be prepared by the AICPA com
mittee for review by IRS.
The Service has stated that gen
erally it will not consider:
• Issues currently pending for
ruling or technical advice
• Issues known to be involved
in the examination of returns
• Issues involved in litigation
The Tax Executives Institute
and the American Bar Association
have also been invited to partici
pate in the experimental plan.
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Special Issue: Reports from Council Meeting
Council meeting:
Colorado Springs
Colorado May 3-6

Council devoted the main part of its spring meeting to considering position
papers on major professional matters: accounting principles, computers, longrange objectives. This issue of The CPA was held open to report to members on
the meeting as fast as possible. (Therefore, it carries the title The June 1965 in
stead of The May 1965 issue.)

Special reports:
accounting
principles .

Council received a comprehensive report from the special committee on Opinions
of the APB. This report, summarized on page 3, completes the work of the com
mittee consisting of: J. S. Seidman, chairman, Albert J. Bows, Paul Grady, John
R. Ring, Maurice H. Stans, and Glenn A. Welsch.
Council also received a report on how the Institute has been working to in
crease understanding of accounting principles by the public — “the public” in
the sense of those groups in the financial and management community who have
a strong interest in financial reporting. For a report on this precision approach
to public relations, see page 4.

,

,

..

... the challenge of
computers . . .
. . . long-range
objectives

Senior committees
report to Council on
progress and plans

“Computers: friend or foe?” asks the special report summarized on page 6. CPAs
should find out, and soon, the report suggests; it announces the Institute’s
program to evaluate the impact computers will have on CPAs’ practices and what
CPAs should do to master the new technology.
The computer challenge is just one of the rapid-fire changes foreseen by the
long-range objectives committee, whose predictions are presented in The CPA
Plans for the Future. Now the Institute hopes to generate discussion of, imple
mentation of, even disagreement with, the book’s views by every member in
terested in his profession’s future. A plan for stimulating this kind of response is
described on page 8.
From the reports of the Institutes senior committees, Council learned of a re
alignment of AICPA staff responsibilities and the efforts of eight subcommittees
currently reviewing all APB Opinions and Research Bulletins . . . progress in
the Study of the Common Body of Knowledge . . . a new version of John L.
Carey’s book, Professional Ethics o f Certified Public Accountants . . . and the
rapidly growing identification and representation of accounting interests in the
Federal Government. These, and other committee reports, are highlighted on
pages 14-20.

The CPA, June 1965. Published monthly, except July-August when bimonthly, for membership of the AICPA, Inc. Vol. 45,
No. 5. Publication and editorial office: 666 Fifth Ave., New York, N. Y. 10019. Second-class postage paid at New York, N. Y.

AICPA officer slate
named for 1965-66

Higgins to receive
Gold Medal

A highly experienced group of men have been nominated as the Institute’s officers
for the fiscal year 1965-66. Between them the six men have held over 50 Institute
posts or committeeships; each has also served as president of a state society.
For president — Robert M. Trueblood of Illinois; for vice presidents — Malcolm
M. Devore of New York, Claude M. Hamrick, Jr., of Georgia, Gerald C. Schroeder
of Michigan, and James VanderLaan of Colorado; for treasurer — David F.
Linowes of New York.
“It is not an easy task to select one person from such an array of talented and
dedicated people,” said Chairman Arthur B. Foye of the committee on awards,
“but it became clearly evident that one man should receive the AICPA Gold
Medal Award this year: Thomas G. Higgins of New York.”

American Institute
testifies on
right-to-practice bill

As this issue of The CPA goes to press, a Senate subcommittee is holding hearings
on bills S 1758 and S 1336 which affect (1 ) practitioners’ rights to practice be
fore Federal agencies and (2 ) clients’ control over the power of attorney in agency
cases. On May 12, the American Institute testified on these bills; excerpts from
that testimony appear on page 13.

President of IBM
to speak at
AICPA annual meeting

For a complete briefing on this year’s annual meeting, turn to the insert in
the center spread of this issue. The schedule demonstrates the profession’s
strong interest in the computer — three whole technical sessions will concen
trate on EDP, from broad surveys on the opportunities for client service to such
specifics as “the hardware — understanding it and using it.” Appropriately for
this theme, Albert L. Williams, president of IBM and an Institute member, will
address the Tuesday luncheon. Other technical sessions will report on the
Common Body of Knowledge Study, national tax policy, and how to serve a client
who is going international. The meeting will be held early this year — Septem
ber 19-22 in Dallas; the insert enables you to secure hotel reservations and
advance registration material.

AICPA announces A professor and five doctoral candidates will receive the first awards, totaling
six grants to $19,000, under the American Institute’s new grants-in-aid programs (see JofA,
encourage June65, p.16). The awards were granted to: Professor Sidney Davidson, CPA,
academic research University of Chicago, for comparing accounting systems in several European coun
tries and the United States and showing how the reported income of a company
would vary under each system; Rein Abel, CPA, Columbia University, for
studying Germany’s experience with a mandatory uniform system of accounting
and relating it to the present American debate over accounting principles;
Harley Courtney, University of Illinois, for studying the productive capacity
of businesses; John L. Livingstone, Stanford University, for investigating the
relationships between the rate of return allowed by regulatory agencies and the
accounting methods used by the agencies; Gordon L. Nielsen, CPA, The Uni
versity of Texas, for a dissertation on automation feasibility studies; and Keith
Shwayder, Stanford University, for developing guidelines for designing a business'
internal control system as part of a computerized management information
system.
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Accounting principles: Committee identifies
the major professional considerations

should:

ward the reduction of alternative
practices in accounting by adopt
ing policies under which it will:
(a) Recognize the objective
that variations in treatment of ac
counting items generally should
be confined to those justified by
substantial differences in factual
circumstances.
(b) Set forth in its Opinions
the criteria for application of such
acceptable variations.
(c) In an Opinion dealing
with a situation which the Board
believes justifies alternatives even
though there is no significant dif
ference in factual circumstances,
set forth the treatment to be pre
ferred, and require disclosure of
the treatment followed.

(a) Establish a long-range
program to deal with the whole
accounting and reporting spec
trum, and in furtherance of the
program assign priorities and tar
get dates.
(b) In the assignment of pri
orities, give major attention to
the fundamentals described un
der Recommendation 1, at the
same time recognizing the neces
sity of dealing from time to time
with matters which require cur
rent attention.
(c) To accomplish these ob
jectives, designate subcommittees
for long-range planning and for
consideration of fundamental mat
ters distinct from those dealing
with current issues.

3. With respect to the composi

5. In the development and evo

(a) Gradually reduce the
membership of the Board to 18,
the number recommended orig
inally in 1958 by the special com
mittee on research program, and
in time consider reducing the
number still further.
(b) Continue the present re
quirement that Board members
be drawn solely from the Institute
membership.

executive

committee

(c) Provide for careful ad
vance screening of candidates for
Board membership by creating a
special subcommittee for the se
lection of nominees, with particu
lar reference to their contribution
potential, time availability, and
ability to work effectively with a
group.
(d) Continue the present
three-year term for Board mem
bers, but adopt a policy that mem

(a) Set forth in its Opinions
a comprehensive background of
the subject, the problem areas
likely to need attention, the con
clusions and the reasoning sup
porting them, and illustrative ap
plications.
(b) Except where otherwise
specifically indicated, make its
Opinions applicable to financial
statements for fiscal periods start
ing after the dates of the Opin
ions.
(c) Adopt a formal procedure
to provide review, at regular in
tervals, of its issued Opinions,
from the standpoint of accept
ance, continued applicability, or
changed conditions.
6. To

facilitate understanding
and acceptance of Board Opin
ions by the profession, the finan
cial and business community, and
the users of financial statements,
the Institute should :
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PRINCIPLES

And the
should:

lution of its Opinions, the Board
should:

ACCOUNTING

tion and tenure of Board member
ship, Council should:

COUNCI L:

(a) Set forth its views as to
the purposes and limitations of
published financial statements and
of the independent auditor’s at
test function.
(b) Enumerate and describe
the basic concepts to which ac
counting principles should be ori
ented.
( c ) State the accounting prin
ciples to which practices and pro
cedures should conform.
(d) Define such phrases in
the auditor’s report as “present
fairly” and “generally accepted
accounting principles.”
(e) Consider, with the com
mittee on auditing procedure, the
possibility of improving the termi
nology of the auditor’s report, and
in particular the words “generally
accepted” in the expression “gen
erally accepted accounting prin
ciples.”
(f) Define the words of art
employed by the profession, such
as “substantial authoritative sup
port,” “concepts,” “principles,”
“practices,” “procedures,” “assets,”
“liabilities,” “income,” and “ma
teriality.”

4. In its operation, the Board

FROM

1. At the earliest possible time,
the Board should:

2. The Board should move to

REPORTS

The special committee on Opin
ions of the Accounting Principles
Board assured Council that it “be
lieves that the idea of an Account
ing Principles Board, and the
Board’s objectives, structure, and
procedures as originally con
ceived, are essentially sound.” In
a 41-page report the committee
gave the conclusions from its thor
oughgoing review. Each member
of the Institute will receive a copy
of the full report.
Here is the basic framework of
the special committee’s recom
mendations as Chairman J. S.
Seidman presented it to Council.

bers be limited to two successive
full terms, with no presumption
of automatic renomination at the
end of the first term.

(a) Adopt a continuing edu
cational program directed to the
membership and other appropri
ate groups regarding the opera
tions and Opinions of the Board.
(b) Encourage meetings, sem
inars and other exchanges of view
points by Board members with
industry groups and regulatory
agencies.
7. A reasonable period of time

having then elapsed for education
and adaptation of the profession
to Council’s action in October
1964, regarding disclosure of de
partures from Opinions of the
Board, Council in 1968 should ap
prove, and propose to the mem
bership of the Institute, an amend
ment to the Code of Professional
Ethics to cover infractions of
these disclosure requirements.
8. The Institute should continue

the policy of financing Board and
research costs from within the
profession exclusively.
The executive committee rec
ommended to Council that it take
the following actions on the spe
cial committee’s report.
(1) That the report of the
special committee be received
with appreciation;
(2) That with respect to Rec
ommendation No. 3 (a), dealing
with the size of the Accounting
Principles Board, the Council now
approve the proposal for the
gradual limitation of the APB to
18 members, to be accomplished
by reducing the number of mem
bers elected annually to 6, com
mencing with the Council meet
ing in the spring of 1966;
(3) That the report be referred
to the APB and the executive
committee with instructions to
render their initial reports to
Council at the 1965 fall meeting
covering the actions taken or
planned to be taken on the re
maining recommendations; and
(4) That the special committee
be discharged with the gratitude
of Council for the prompt and
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effective completion of its difficult
task.

The APB report stimulated
Council to raise such points as:
Q. Is 18 the right number of
members to have on the APB?
A. APB Chairman Heimbucher
suggested that the number 18
represents the best resolution of
several different estimates of the
Board’s needs. It may not be an
ideal number — and the gradual
method for reaching it proposed
in Recommendation No. 3(a) will
enable Council to reconsider the
number in the light of experience.
Q. Would the Board work more
effectively if its membership were
increased rather than diminished?
A. Special committee Chairman
Seidman answered that the chan
ges recently initiated — the sub
committee system, greater reli
ance on project advisory commit
tees, augmentation of the staff
and realignment of its responsi
bilities ( see page 21) —should
relieve the full Board of its bur-

dens in the accumulation of rele
vant facts.
Q. Is there a contradiction in
consulting on accounting princi
ples with interested groups out
side the Institute — yet keeping
all organizational and financial
support within the Institute?
A. Chairman Seidman offered
this distinction: Accounting prin
ciples are not the sole property of
the accounting profession; attesta
tion is. People from industry who
serve on the Board do so as mem
bers of the Institute, as CPAs —
not as representatives of industry.
While the recommendations re
garding financing were not for
mally before Council, the accept
ability of outright grants, as from
a foundation, was raised. The re
sulting discussion suggested that
such grants should not be auto
matically precluded — that the
nature of the grantor would be
the important factor.
Council then adopted the ex
ecutive committee’s recommenda
tions by a unanimous voice vote.

Accounting principles program gains
support of business, government
One of the special committee’s
major recommendations calls for
facilitating “understanding and
acceptance of APB Opinions by
. . . the financial and business
community and users of financial
statements.” Vice President John
R. Ring told Council, as summa
rized below, what has already
been done in this program.
A statement o f objectives
Osgood Nichols & Associates,
who were retained as public rela
tions counsel to advise on the
position of the Institute with re
gard to accounting principles,
have developed a memorandum
entitled “Public Relations Objec
tives for the AICPA.” The execu
tive committee has given general

approval to these propositions in
the memorandum:
(a) Public criticism of finan
cial reporting should not be dis
missed lightly.
(b) The accounting profession
should oppose any proposal for
the promulgation of accounting
standards by the Government.
(c) The impression should be
avoided that internal disagree
ments are paralyzing the profes
sion from taking effective action.
(d) The profession should not
be defensive nor assume the
whole burden of responsibility,
which is shared by SEC and man
agement.
(e) Public discussion of the
problem should be based on posi
tive statements by the Institute
indicating progress, rather than

OF
THE
APB
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UNDE R S TA NDI NG

Relations with the SEC
In general, SEC officials have
seemed inclined to praise and de
fend the Institute’s efforts on ac
counting principles, rather than
to assert the Commission’s au
thority.
Early in March representatives
of the Institute reported to the
Commission and its chief account
ant what had been done in the
preceding months to speed up
progress. President Flynn ex
plained the significance of the
Council resolution of last fall,
and described the efforts to enlist
the co-operation of corporate man
agement, analysts, bankers, and
others. Chairman Heimbucher de
scribed recent changes in the
APB’s approach and procedure,
and also discussed some of the
technical questions under con
sideration. Reed Storey, director
of accounting research, described
how research studies are con

PUBLIC

Relations with analysts, bank
ers, and other users
The Institute’s committee on re
lations with financial analysts over
the past two years has developed
rapport with its counterpart com
mittee from the Financial Anal
ysts Federation.
In January President Flynn ad
dressed the New York Society of
Financial Analysts on “Account

cial Analysts Journal.
In January special committees
of the Institute and the American
Bankers Association held a joint
meeting for the first time in his
tory. The bankers suggested that
the ABA Credit Policy Committee
might review research studies and
proposed Opinions of the APB.
The Institute plans to com
municate with both the American
Economic Association and the
National Association of Business
Economists in an effort to in
crease the interest of economists
in accounting principles delibera
tions.
Chairman Manuel F. Cohen of
the SEC, in a recent address to
investment bankers, recommended
that they participate more ac
tively in the development of ac
counting principles. President
Flynn quickly followed up this
recommendation; as a result, the
Investment Bankers Association
may form a committee to work
with the APB.

COUNCI L:

Journal of Accountancy.
During the winter, Mr. Flynn,
APB Chairman Clifford Heim
bucher, and other AICPA repre
sentatives met informally with top
officers of several public utility
companies to discuss the special
problems of financial reporting
for regulated industries. These ex
ecutives pledged the active co
operation of the Edison Electric
Institute and the American Gas
Association in the accounting prin
ciples program.
Partly as a result of all these
various activities, several industry
groups have indicated interest in
closer co-operation with the APB
— notably the National Retail
Merchants Association and the
National Electrical Manufacturers
Association. Close relations had
already been established with the
American Petroleum Institute and
with organizations representing
the banking and insurance in
dustries. (Later details, p. 21.)

ing Principles and Financial Anal
ysts,” and his speech was pub
lished in the March-April Finan

FROM

Relations with corporate man
agement
Now that Council has pro
ceeded on proposals for clarifica
tion of the status of Accounting
Principles Board Opinions, the
APB has asked the Institute staff
to implement a program with this
objective: to enlist the active par
ticipation and sympathetic inter
est of corporate management in
the solution of the problems with
which the Board is grappling. Al
ready, the California Society has
arranged a meeting with inter
ested business executives under
the auspices of Merrill, Lynch,
Pierce, Fenner & Smith. And on
April 22, President Flynn dis
cussed problems in corporate re
porting at a meeting with corpo
rate presidents in New York-spon
sored by the Chemical Bank.
President Flynn’s activities show
how much can be accomplished
by this kind of effort. In formal
speaking engagements he:
• Addressed the New York
Chapter of the Financial Execu
tives Institute on “The Widening
Interest in Accounting Principles”
— a speech published in the Fi
nancial Executive for March
• Will have talked before the
eastern regional conference of
the FEI in Philadelphia in May
and will talk at the FE I’s inter
national conference in California
in November
• Will have spoken on account
ing principles at the annual meet
ing of the National Industrial
Conference Board in New York
in May.
This kind of speech has re
ceived considerable notice in the
press. President Flynn has also
held effective face-to-face meet
ings with groups representing fi
nancial management.
He and John L. Carey met with

their counterparts at the FEI in
August to explore the possi
bility of closer working relations.
The meeting set in motion this
productive sequence of events.
Mr. Carey prepared an article on
“Management’s Stake in Account
ing Principles” which appeared in
the September 1964 Financial Ex
ecutive. Reprints with a covering
letter from Mr. Flynn were sent
to the top executives of 1,800 cor
porations inviting comments and
suggestions on the points made in
the article. This mailing elicited
impressive response from the ex
ecutives, whose views are anal
yzed by President Flynn in an
article for the June issue of The

REPORTS

statements apologizing for the ab
sence of final solutions, or indi
cating an over-sensitivity to criti
cism. Efforts at direct refutation
of specific criticism are not usually
effective.

ducted and mentioned the speci
fic studies in progress and those
planned to be published.
The SEC commissioners and
staff expressed pleasure at the
progress that had been made, and
at the prospect of accelerated
progress. They suggested more
such meetings should be held.

Conclusion
The position of the Institute
with regard to accounting prin
ciples is much stronger than it
was a year ago.
The ability of the APB to ac
complish its mission will be the
decisive factor in public opinion.
But the Board is off to a good
start. The appointment of Richard
C. Lytle to assist the chairman
should facilitate its work and in
sure continuous co-operation with
the groups representing manage
ment and users. The director of
accounting research will be able
to devote his full energies to ac
celeration of the research pro
gram.

Special report to Council alerts
practitioners to computer challenge
Computers spell change. Wheth
er that change means opportuni
ties or obstacles depends on what
CPAs do with these marvelous
machines. Vice President Bernard
B. Isaacson reported, as excerpted
below, what the Institute plans to
do about computers.

The computer’s impact on the
practice of CPAs is certain to be
profound. It is most clearly re
vealed, for the moment, in the
willingness of banks and other in
stitutions to provide accounting
services to customers and others
through their computer installa
tions. Nearly 600 banks are now
equipped with computers. A sub
stantial number of them are sell
ing “idle time” on their machines
to the public. They are prepared
to offer an extensive range of
services —from the handling of
payrolls, billing, and account rec
onciliation to complete book
Council members made several
keeping systems for small business
points on public relations, as in
and professional men. They may
the typical exchange below.
well be able to furnish better,
Q. In the meetings with the
faster, and cheaper information to
Financial Executives Institute, did
a businessman about the opera
the question of responsibility for
tions of his company than a CPA,
financial statements arise?
who is not armed with a com
A.
The FEI meetings showed puter, can provide.
that their members definitely feel
The inevitable first response to
management has primary respon
this threat is to appeal to Con
sibility for the financial state
gress or state legislatures to pro
ments. Meetings with securities
hibit banks from engaging in
analysts indicated that this group
such services. As a matter of fact,
is starting to appreciate the prob
a bill has been introduced in both
lems and considerations involved
the last and the current sessions
in defining accounting principles.
of Congress which would forbid
Federally insured banks from of
fering
computer and other non
Elected to the Trial Board
banking services to the public.
Warren B. Cutting, New York
If banks sought to render serv
Harry I. Grossman, Illinois
ices which clearly required pro
Louis M. Kessler, Texas
fessional training and discipline,
Chris H. King, Alabama
there might be substantial grounds
J. S. Seidman, New York
for restraining them through legis
William H. Westphal, North
lation if no other course appeared
Carolina
to be available. This would be
Harry C. Zug, Pennsylvania
justified not simply to protect the
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self-interest of CPAs; it would be
warranted as a measure to de
fend the public interest. But the
executive committee is convinced
that there is no logical basis for
CPAs to claim a monopoly of
bookkeeping and clerical services.
And even if the banks could be re
strained by legislation from pro
viding such services, others would
be willing to do so: service cen
ters, trade associations, or manu
facturers with a network of retail
outlets or franchise dealers.
The accounting profession must,
at all cost, avoid the mistake of
King Canute who ordered the
ocean tides to recede. The com
puters represent the technological
wave of the future; and CPAs
must learn to ride the crest, or
drown in it. They must not strive
to retard progress, since this
would be no more successful than
if the owners of buggy-whip fac
tories had attempted to halt the
growth of the auto industry. They
must have the good sense to re
spond creatively to the computer’s
challenge.
How is this to be done?
That general question cannot be
answered until answers are found
to some more specific questions.
How can the CPA firm — particu
larly the local firm — learn what
the computer can do in the way
of providing managerial informa
tion needed by its clients? How
can the firm develop a skill in
aiding the client to make effective
use of the data produced by the
computer? How can it obtain ac
cess to a computer?
The Institute has been devoting
considerable study to these ques
tions for some time. A tentative
program, developed by a special
staff group, was submitted to a
recent meeting of the executive
committee. It was a rather modest
program which the executive com
mittee approved as a reasonable

Computer Change: Fast, Getting Faster
"The pace of computer change
is constantly accelerating. There
were only a handful of com
puter installations a little more
than a decade ago; now there
are 16,000 of them around
the country. The cost of the
machines has steadily declined
during this period, and their
capacity for performing a

wide range of tasks with fan
tastic speeds has continually
expanded.
". . . The initial human re
action to the computer is a
mixture of worry and wonder.
There is a natural impulse to
confront it with the traditional
challenge of the sentinel: Is it
friend or foe?"

REPORTS

From the report on computers

THE

The computer report generated
reactions from Council members,
such as the following:

IMPACT

Q. Should the Institute attempt
to co-ordinate its efforts with edu
cational institutions?

OF

CPAs must be prepared —and
the Institute must aid them in
their preparation —to exploit the
computer even at the cost of mak
ing some basic adjustments in
their own practices. “The time
when executives could fool around
with the machine is gone,” a com
puter company official said re
cently. “Either they make the
computer an indispensable part of
their business, or they become a
dispensable part of business.”
The same prophecy could be
made of CPAs. If they make an
ally of the computer, it will assist
them to achieve an even higher
level of eminence; and if they ig
nore or resist it, they will pay a
terrible price in lost prestige.

COUNCI L:

A. As one result of the com
puter program, we hope to rec
ommend what should be done in
colleges to deal with the new
technology.
Q. Have banks attested to fi
nancial statements in any cases?
A. None that the Institute
knows of. At a meeting between
representatives of the AICPA and
the American Bankers Associa
tion, the ABA spokesmen indi
cated that their position is not to
encourage infringement of com
puter services on professional
areas.
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COMPUTERS

resources of information on com
puter technology which it has ac
cumulated during nearly two dec
ades of study and experience in
the field. Overall supervision of
the program will be provided by
a special committee of members
to be appointed by the president.
The estimated cost of the pro
gram for the six-month period
will be around $100,000 — $63,000
of this to be paid to the System
Development Corporation as a
fee for its assistance, the rest
representing an allocation of staff
salaries and out-of-pocket ex
penses.
It is impossible, at this point, to
define with any preciseness the
ultimate nature of this program.
Before that can be done, a sub
stantial amount of information
must be collected and analyzed;
and the experience of others, par
ticularly those pioneers in the
profession who have already
sought to adapt to the new tech
nology, will have to be tapped.
Although the eventual program
which may evolve from this ini
tial effort cannot be described
with exactness now, it is safe to
predict that it will require a heavy
investment in time and funds.
The accounting profession, how
ever, cannot afford to do less in
meeting the challenges of the
computer age. It would be pleas
ant to remain in the familiar
world of the past; but that is
really no longer possible. The ruts
of routine do not lead anywhere
— except to the grave of obso
lescence.

FROM

beginning — but only a beginning
— in the profession’s efforts to
meet the challenge of the com
puter.
The program called for an early
column by the executive director
alerting members to the growing
magnitude of the problem. That
warning was sounded in the
March issue of The CPA (p.3).
The staff group also suggested
that a substantial portion of the
annual meeting in Dallas next
fall should be devoted to the com
puter threat; and a series of three
half-day technical sessions on the
subject is now planned.
These projects were presented
as merely emergency measures
pending the development of a
broad-scale program which might
include film lectures, a study of
computer centers and other means
of utilizing computers, a national
conference — or a series of re
gional conferences — on compu
ters, other courses in the pro
fessional development program to
supplement the existing course on
data processing equipment, and
some basic research into the capa
bilities of computers, both present
and prospective, in relation to
their impact on the whole eco
nomic scene, the information sys
tems in business, and the organi
zational structure of management
—as well as directly on the serv
ices rendered by CPAs in the
areas of auditing, taxation, finan
cial reporting, and advisory aids
to management.
In the formulation and execu
tion of this broader program, the
Institute will have the assistance
of the System Development Cor
poration — a nonprofit organiza
tion which has had extensive ex
perience in the computer field
and which played a major role in
the “early-warning” system for
the Strategic Air Command. The
SDC will assign three of its toplevel staff to work full time for a
period of six months with an
equal number from the Institute’s
own staff. In addition to assign
ing personnel to the program,
SDC will make available its vast

Societies, committees, and individuals
all asked to carry out LRO program
The years of study by the longrange objectives committee have
been distilled into the new book.

The CPA Plans for the Future.
Council learned how this vision
will be translated back into action
for the future in a report (ex
cerpted below) by Robert M.
Trueblood, who was the LRO
committee’s chairman and who is
nominee for president of the In
stitute.

An enormous investment in time
and effort went into the longrange objectives book, The CPA
Plans for the Future. How can it
be converted into decisions of
lasting benefit to the profession?
The book raises problems, but
does not provide any definite an
swers to them. If no organized ef
fort were made to engage the par
ticipation of the entire profession
in the search for answers, nothing
much would be likely to happen.
Many members will find the book
interesting — but put it on their
shelves where it will soon be for
gotten.
If the problems in the book
are studied solely by small com
mittees, their recommended solu
tions may seem so radical or novel
that they will be rejected or ig
nored.
It seems desirable, therefore, to
encourage the broadest possible
discussion of the problems which
the book identifies.
In a word, the next objective
seems to be to induce as many
members as possible to answer
these questions: What should each
firm do about these problems?
What should the state societies
and state boards do about them?
What should the universities do
about them? What should the
Institute do about them?
To achieve this objective of
wide participation, the executive
committee authorized the presi
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dent to appoint a seven-man plan
ning committee, consisting of the
following:
ord , Louisville, Yeager,
Ford & Warren, Chairman
H. J u s t in D a v id so n , Chicago,
Touche, Ross, Bailey & Smart
P a u l L a m b e r t , J r ., Washington,
D.C., Own Account
J a m e s W. P o r t e r , San Francisco,
L. H. Penney & Co.
L e o n a r d M. S a v o ie , New York,
Price Waterhouse & Co.
K e n n e t h W. S t r in g e r , New York,
Haskins & Sells
D o n J . S u m m a , New York, Arthur
Young & Company

G ordon F

Five members of the committee
are forty-five years of age or
younger (in other words, they are
individuals who expect to be prac
ticing the profession for the next
twenty years). The other two are
well-known members of the pro
fession who are well informed
and widely experienced in Insti
tute and state society affairs.
The planning committee is ex
pected to devote the next two
years to the gathering of reac
tions to and opinions on the ques
tions raised by the LRO books—
and the third year to the formu
lation of a specific plan of action
for the consideration of the execu
tive committee and Council.
Council Elects
APB Members
Re-elected
Clifford V. Heimbucher, Cal
ifornia, chairman
Oral L. Luper, New York
John W . Queenan, New York
Frank T. Weston, New York
Elected
George R. Catlett, Illinois
Sidney Davidson, Illinois
Robert J. Murphey, Illinois

The executive committee has
suggested the following steps to
obtain widespread participation
in the planning process. In each
of these approaches, the partici
pants will be asked not merely to
read the book or to discuss its
contents but to take the addi
tional constructive action of re
laying their comments and sug
gestions back to the planning
committee.
1. State society participation
State society presidents and ex
ecutives have been asked to ar
range general meetings at which
some of the principal ideas in the
book would be discussed by a
panel of speakers. A number of
societies have already scheduled
such meetings. These meetings
should arouse interest on the part
of the rank-and-file membership
in reading the book and in elicit
ing individual comments for the
Institute’s planning committee.
Institute speakers are suggest
ing discussion of the LRO book
and reporting reactions to it.

2. Enlisting participation o f
individual m em bers
In the promotional literature
sent to all members offering the
book for sale, a letter from the
president of the Institute has been
included, urging members not
only to read the book but to react
to it.
3. Institute committees and
staff
(a) Each senior committee of
the Institute has been asked to
study the chapters of the book
dealing with the subjects under
its jurisdiction.
(b) Members of the Institute’s
staff have already submitted
memorandums on those aspects
of the book with which they are
most familiar. Senior members of
the staff met for two days in April
to discuss the implications of the
book in terms of the Institute’s

AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS

PROFESSIONA L
PROGRAM

HIGHLIGHTS

Monday, September 20
9:00 A.M. to 11:30 A.M.

Annual Business Meeting
12:30 P.M. to 2:00 P.M.

Installation Luncheon
2:30 P.M. to 5:00 P.M.

Annual Business Meeting (continued)
Speaker:
Sheldon S. Cohen, CPA
Commissioner of Internal Revenue

Tuesday, September 21
9:00 A.M. to 11:30 A.M.
(Two simultaneous technical sessions)

SPECIAL MEETINGS

(1) “Automation: Its Impact on the
Profession"
Topics:

Executive Committee Meeting

The Computer in Your Future:
What CPAs Should Know about EDP
New Opportunities and
Responsibilities for CPAs

Council Meetings

(To be announced)

SOCIAL EVENTS
Sunday, September 19
Opening Reception and Buffet Supper

Tuesday, September 21
Luncheon and Nieman-Marcus Fashion Show
Regional Receptions

Monday, September 20
Special Morning Tour of Dallas Homes for the
Ladies.
Luncheon and Musical Program for Ladies
Reception for New Members and Members
attending their First Annual Meeting

Banquet-Entertainment
Dancing

Wednesday, September 22
Free Day for Ladies

(2) “The Common Body of Knowledge for
CPAs”

Wednesday, September 22

Topics:
The Environment
Evidence and Opinion
Recommendations and Implementation

9:00 A.M. to 11:30 A.M.
(Two simultaneous technical sessions)

(1) “ National Tax Policy”
12:30 P.M. to 2:00 P.M.

Luncheon for Members and Guests
Speaker:
Albert L. Williams, CPA
President, International Business
Machines Corporation

Tuesday, September 21

Topics:
The session will be devoted to an explora
tion of such areas as the prospects for
legislative changes in the near and long
term, the practical effect of any changes,
and the increasing use of tax policy as
an economic tool.

(2) “ Systems Design and Account Coding”
Topics:

2:30 P.M. to 5:00 P.M.
(Two simultaneous technical sessions)

(1) “ So Your Client Is Going International”
Topics:
Foreign Accounting, Auditing and
Reporting Peculiarities
Handling International Engagements
Foreign Taxes and U.S. Tax Implications

(2) “The Hardware: Understanding It and
Using It”
Topics:
Understanding General Logic
The Computer At Work

An Introduction to Systems Design
Fundamentals of Account Coding
12:30 P.M. to 2:00 P.M.

Luncheon for Members and Guests
Speaker:
Troy V. Post,
Chairman, Greatamerica Corporation
The names of technical session participants will be an
nounced in subsequent issues of The CPA and in the
final program.
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$12.00 to 14.00

$14.00 to 16.00

HOTELS*

MOTELS*

"European Plan **Joint Headquarters
D E T A C H H E R E A N D M A IL -N O P O STAG E REQ UIRED

T
REQUEST FOR HOTEL
ACCOMMODATIONS
AND/OR ADVANCE
REGISTRATION FORM

Date

G EN TLEM EN :

□
□
□
□

(ch eck as a p p ro p ria te )
Please m ake hotel re s e rva tio n s fo r me as s p e cifie d below .
I w ill m ake m y own a rra n g e m e n ts fo r a cco m m o d a tio n s sin ce I
w ill be s ta y in g at a hotel o u tside of th o se liste d o r w ith frie n d s.
Please send me an A d va nce R e g is tra tio n Form .
I w ill re g is te r at th e m ee tin g .

H O TEL OR M OTEL D E SIR ED (Please in d ica te th re e choices).*

AMERICAN
INSTITUTE OF CPA’s

1 s t ____________________________________________________________
2nd____________________________________________________________

.(R e tu rn p rio r to Aug. 30)

Name
Please p rin t or type
A d d ress
C ity

State

Zip Code

(P lea se Do N o t Send A D eposit)
NA M E S A N D A DDRESSES OF ALL PERSONS
W H O W ILL O CCUPY A C C O M M O D A TIO N S:

3 r d ____________________________________________________________
A C C O M M O D A TIO N S D E SIR ED (See H o tel in fo rm a tio n )

RATE D ESIR ED

S e p te m b e r 1 9 - 2 2 ,1 9 6 5
D A L L A S ,T E X A S

Hilton and Sheraton Hotels

_$___

to $

I e xp e c t to a rriv e

D AY.

. D ATE.

.T I M E .

I e xp e c t to d e p a rt

D AY.

D ATE

T IM E

* NOTE: No block reservations w ill be made. Placem ent w ill be made in order in which reservation requests are received. In the absence of more
than one choice, or space available at any of the f ir s t three choices, the housing bureau w ill a tte m p t to place you at another hotel in the
AICPA block a t the approxim ate rate requested. You w ill receive co n firm a tio n of your request d ire c tly from the hotel. Please allow approxi
m ately tw o weeks fo r hotels to confirm .



AICPA testifies in Senate hearings on
CPAs’ right to Federal practice

FEDERAL
PRACTICE"
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TO

“The interest of the Institute in
the proposed legislation arises out
of the fact that many members of
the Institute regularly appear be
fore Federal administrative agen
cies, particularly the Treasury De
partment and the Internal Rev
enue Service of that Department.”
“The Federal agencies have a
variety of purposes. They must
resolve issues which involve a vast
amount of technical and profes
sional information of an account
ing, engineering, economic, or
scientific nature. . . . It is unde
sirable, in our view, to adopt any
general rule limiting the extent
to which the agencies may recog
nize experts of various kinds.”
“The Institute recommends that
the Treasury Department be ex
empted from the requirements of
S 1758.
“It believes that Section 101(a)
of S 1758, dealing with the auto
matic admission of lawyers, is un
necessary as it relates to the
Treasury Department. As you no
doubt know, the Treasury De
partment already accepts mem
bership in the Bar as a demon
stration of sufficient competence
to permit lawyers to practice be
fore the Internal Revenue Service
by virtue of their professional

LRO; "RIGHT

5. Small seminars on LRO book
The budget for the current
year provides for the expenses
(roughly $300 to $500 each) for
small two-day seminars to gener
ate comment and criticism of The
CPA Plans for the Future.
Fifteen younger partners or
senior staff members — from a list
of people recommended by firms,
state societies, the Institute staff,
or others —will be invited to par
ticipate in these seminars. Each
group should represent a crosssection of the membership.
A pilot program was scheduled
for New York, May 21 and 22, un
der the moderation of the execu
tive director.
Using the experience from this
program, a kit will be prepared
for the guidance of other moder
ators. Hopefully, similar seminars
will be held in all parts of the
country next year.
A study of the transcripts of
these discussions should reveal
patterns of thought useful to the
planning committee.
If the membership as a whole
becomes involved in the planning
process, this effort may prove to
have historic impact on the future
of the accounting profession.

status alone. This recognition is
also accorded to certified public
accountants.”
“If the Treasury Department is
not exempted from the legislation,
we believe that modifications
should be made in its provisions.”
“If it is deemed necessary to
enact automatic admission legis
lation, we believe certified public
accountants should be accorded
treatment similar to attorneys in
connection with practice before
the Internal Revenue Service and
that the right of certified public
accountants to represent others
before the Internal Revenue Serv
ice should be expressly recog
nized. This would continue the
present Treasury Department rules
which make no distinction be
tween lawyers and certified pub
lic accountants regarding admis
sion to practice.”
“The Institute believes that Sec
tion 101(b) of S 1758, which
would limit the Treasury Depart
ment’s power-of-attorney proce
dure, is not in the interest of tax
payers, tax practitioners, or the
Treasury Department.
“The requirement for a power
of attorney gives the taxpayer the
ability to specify and limit the
subject matter which may be dis
cussed by his representative with
the Treasury Department. It pro
tects employees of the Treasury
Department in disclosing confi
dential information with respect
to a taxpayer’s affairs to the tax
payer’s representative. It avoids
the possibility of confusion as to
which representative of a taxpayer
has responsibility for and author
ity with respect to a tax return
for a given year or a specific tax
matter. For these reasons, the In
stitute believes it in the public
interest to retain the present
power-of-attorney procedure with
respect to all practitioners before
the Treasury Department.”

COUNCI L:

Legislation similar to last year’s
S 1466 bill — providing automatic
admission for attorneys to Fed
eral agency practice — has been
introduced in this session of Con
gress. As the executive committee
promised Council, the Institute
has been represented at hearings
(on S 1758 and portions of
S 1336, May 12 and 13 before a
subcommittee of the Judiciary
Committee) in an effort to en
sure that “the existing rights of
CPAs in tax practice are pro
tected.” The excerpts below give
the gist of the testimony pre
pared for those hearings.

FROM

4. Reactions of nonmembers
(a) Complimentary copies of
the book have been sent to all
the consultants who participated
in conferences with the longrange objectives committee, and
also to other community leaders.
The combined list includes econ
omists, sociologists, psychologists,
mathematicians, management con
sultants, lawyers, bankers, invest
ment bankers, financial analysts,
nonaccounting educators, deans,
political economists, government
officials, and other prominent citi
zens.
(b) Review copies of the book
have been sent to publications in
all the aforementioned fields.

REPORTS

policies, organization, and pro
cedure.

Council gets news of committee work from these reports
The APB has appointed
eight subcommittees to
expedite the review of
Accounting Research Bulletins.
The review is expected to be
completed well in advance of the
effective date of the Council’s rec
ommendation that members dis
close any departures from Board
Opinions and Accounting Re
search Bulletins.
In addition, subcommittees have
been appointed and are function
ing in these areas:
• On a proposed Opinion on
“Accounting for Leases in Finan
cial Statements of Lessors”
• On disclosure of deferred in
come taxes by public utilities in
certain circumstances
• On a proposed Opinion re
sulting from the “Pension” study
• On a proposed Opinion re
sulting from [the projected] “For
eign Operations” study
• On the nature and objectives
of financial statements.
Other APB developments . . .
three members of the Board were
appointed to a joint committee
with the auditing procedure com
mittee to consider the problems
of reporting on the components
of a business enterprise, and two
other Board members were ap
pointed to a subcommittee to
work with members of the com
mittee on relations with nonprofit
organizations to advise on a pro
posed audit guide for voluntary
health and welfare organizations.
Richard C. Lytle assumed on
April 1 the newly created position
of administrative director of the
APB. ( See the story on page 21.)
The Board continued its con
sideration of ARS No. 6, “Report
ing the Financial Effects of PriceLevel Changes,” and will soon
begin consideration of ARS No. 7,
“Inventory of Generally Accepted
Accounting Principles for Busi
ness Enterprises.”
The Board also reported it will
intensify its program of working
APB
report
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with organized industry groups
which have expressed an interest
in co-operating with the Board
during the early stages of its de
liberations on matters of account
ing principles.
Accounting “Inventory of Gen
research
erally Accepted Ac

counting Principles
for Business Enterprises” was pub
lished in March as Accounting
Research Study No. 7, and “Ac
counting for the Cost of Pension
Plans” was published in May as
ARS No. 8.
“Reporting of Income Taxes in
Corporate Financial Statements”
and “Accounting for Intercorpo
rate Investments” are expected to
be published during the latter
half of 1965.
“Accounting for Foreign Op
erations” and “Goodwill and Busi
ness Combinations” are tenta
tively scheduled for publication
sometime in the next year.

come is reviewing the bill to “re
move tax barriers to foreign in
vestment in the United States”
(HR 5916). The subcommittee
on corporate distributions and ad
justments is reviewing the report

issued by a Presidental commit
tee on “Public Policy and Private
Pension Plans.” The subcommittee
on special taxation of special en
tities and industries is reviewing

the Treasury’s report on private
foundations. The subcommittee
on tax administration and proce
dure is reviewing the bill to pro

vide for centralized filing of in
come tax returns (HR 6958).
AICPA President
Thomas Flynn ap
pointed a special
committee to develop and super
vise a program to promote im
provements in the Self-Employed
Individuals Tax Retirement Act
of 1962 (HR 10).
Retirement
committee

The following studies are near
ing completion: “Accounting for

Proposed State
Tax Practice
Statement No. 2 ment No. 2 on

Industrial Product Research and
Development Expenditures” and
“Accounting for Operations Pe
culiar to Extractive Industries.”

Responsibilities
in Tax Practice, dealing with the
CPA’s responsibilities when he is
asked to review a return pre
pared by another person, is ten
tatively scheduled for release in
the summer. It holds that al
though a CPA is not required to
sign a preparer’s declaration in a
review situation, he may volun
tarily sign the jurat if he reviews
the return and, in the course of
the review, acquires knowledge
with respect to the return sub
stantially equivalent to that which
he would have acquired had he
prepared the return.

And these studies are in the
early stages of development: “In

come and Retained Earnings,” and
“Accounting for the Concept of
Materiality.”
In the area of legisla
tion, the committee on
Federal taxation pre
pared and submitted to Con
gress a booklet containing eightyeight specific recommendations for
amendments to the Internal Reve
nue Code.
Also . . . the subcommittee on
Federal
taxation

determination of taxable income

is reviewing Senator Russell B.
Long’s (D., La.) proposal pro
viding for an optional method of
taxation (the “Simplified Tax
Method Act”). The subcommittee
on taxation of foreign source in

Since the last report
to Council, the Fed
eral tax committee has
reviewed twenty-six sets of pro
posed Revenue regulations, in
cluding those relating to the in
vestment credit, surtax exemption
for certain controlled corporations,
Working
with IRS

• A reduction in the clerical
workers on the grading staff from
31 to 21.
He concluded by noting that
some problems persist:
". . six
years ago there was a problem of
maintaining a steady flow of con
tributions to the [CPA examina
tion] stockpile. Many contribu
tions have been received, but the
problem remains unchanged to
day because the examination re
quires at least fifty fresh account
ing or auditing questions each
year. The Board of Examiners,
therefore, again makes its plea to
the accounting profession to sup
port its examination by making
contributions to the CPA exami
nation stockpile.”
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MS

The committee on
management serv
ices has approved
three technical bulletins. The first,
“Cost Analysis for Product Line
M anagem ent
services

TAX,

The committee is
considering the de
velopment of pro
grams of from one day to a
week’s duration to which high
school and college students, and
their counselors, might be in
vited to acquaint them with the
field of public accounting.
Arrangements have been made
for the Accounting Careers
Council to have a permanent
Recruiting
program s

The study of ware
house auditing prac
tices described in
the March CPA (p.9), is now
under way. Completed question
naires have been received from
participants around the country
and analysis of the data they con
tain will begin shortly.
A committee exposure draft of
“Long-Term Investments” was
mailed to all state societies and
several accounting and industrial
organizations for comment. A re
vised draft, which will take in
to consideration these comments,
will be prepared for review by
the auditing committee prior to
its June meeting, and the ma
terial will be published sometime
this summer as Statement on
Auditing Procedure No. 34.
A draft of proposed Statement
No. 35, “Letters for Underwriters,”
is presently being revised, and it
is expected that a draft of this ma
terial will be approved for ex
posure at the committee’s June
meeting.
Various subcommittees of the
auditing procedure committee are
also working on such projects as
statistical sampling, unaudited
statements, and reporting on the
separate components of a busi
ness enterprise.
A uditing
procedure

FEDERAL

The first draft of
a bibliography of
cases in account
ing and auditing is under con
sideration by the committee on
relations with universities. Its pur
pose is to publicize to professors
of accounting the existence of a
large body of case material.
The first awards under an
AICPA grant-in-aid program de
signed to stimulate research in
accounting were made to an ac
counting professor and five Ph.D.
candidates. The awards, made on
April 19, amounted to $19,000.
Relations with
universities

Compared with last
year, the number of
certified examiners
has increased from 558 to 649,
and the number of tests admin
istered has increased 13 per cent.
Personnel
testing

APB,

of Examiners, Chair
man R. D. Koppenhaver told
Council that a record 16,813 can
didates wrote 60,059 papers for
the November 1964 Uniform CPA
Examination — increases of 1,200
candidates and 4,500 papers over
the November 1963 examination.
Comparing the November 1959
examination, which was given
when he first jointed the Board,
with the November 1964 examina

• An increase from 81 to 97 in
the grading staff of per diem
CPAs and attorneys

COUNCIL:

Completing his sixth
Board of
year
on the Board
Exam iners

• A 36 per cent increase in the
number of papers

secretariat. For the next three
years, it will be located at Notre
Dame University.
A contract was signed early this
year for the production of a new
recruiting film. It is expected to
be completed in time for distribu
tion during the next academic
year.

FROM

A complete first
draft of the
Study of the
Common Body of Knowledge for
CPAs is expected by September
1. To date, first drafts of nine
chapters (about half of the study)
have been reviewed by the Com
mission.
One chapter will cover the
major findings of questionnaires
that were sent to Institute-mem
ber firms ( The CPA, Feb.64, p.5).
Another will present the data
resulting from the subject matter
evaluation cards that have been
returned by practitioners, educa
tors, industrialists, and others
( The CPA, May64, p.9).
The Common Body Study staff
is now in the process of reviewing
accounting curriculums to deter
mine what is being taught now to
accounting majors and what chan
ges have occurred in recent years.
Com m on Body
o f K now ledge

tion, Mr. Koppenhaver pointed
to these signs of progress:

REPORTS

controlled foreign corporations,
employee stock options and pur
chase plans, and income tax aver
aging.
The committee also:
1. Submitted recommendations
to IRS Commissioner Cohen re
garding procedures for handling
changes in accounting methods.
The committee supported the con
tinuation of the rules contained in
Revenue Procedure 64-16.
2. Accepted an invitation by
IRS to participate in a new ex
perimental plan to identify and
develop issues on which an ex
pression of the IRS would be
helpful.

Decisions,” should be available
by late June. The other two are
“Analysis of Pricing and Distribu
tion Policies” and “Analysis for
Financing Productive Equipment.”
A program to clarify the pro
fession’s approach to management
services practice has been ap
proved by the executive commit
tee. Publication of a series of bul
letins on management services
practice for the information and
assistance of American Institute
members is expected by the end
of this year.
A major effort to gen
State
legislation erate sound account
ancy legislation has
been initiated by the committee
on state legislation.
The second National Confer
ence of State Accountancy Legis
lation is scheduled for the spring
of 1966.
The proceedings of the first
Conference, “Planning Legislative
Action,” will be published as an
aid to state societies.
Legislative Report, a newsletter
on current statehouse activities af
fecting accounting, started publi
cation in March.
Future
uniform ity

The AICPA com
mittee on state leg
islation has asked
the Association of CPA Examin
ers to prepare a model set of
Board regulations to accompany
the Form of Regulatory Public
Accountancy Bill. The committee
states that: “Uniform state ac
countancy laws will not solve any
problems unless they are inter
preted and administered in a uni
form fashion.”
Also, the committee on state
legislation has inaugurated a fivepoint program designed to en
courage uniformity of account
ancy laws in the future. It will
encompass:
(1) Preparation of analyses of
deviations from the Form Bill in
areas of major significance
(2) Development of detailed
articles for publication showing
the diversity among accountancy
T H E JU N E CPA/PAG E 16

laws throughout the country, the
harmful effects of these differ
ences, and the need for greater
uniformity
(3) Distribution of these ar
ticles to state CPA societies for
discussion and comment
(4) Preparation of detailed
comparisons of each state’s ac
countancy laws and regulations
with the Form Bill and with the
model Board regulations
(5) Encouragement at the ap
propriate time of individual state
societies to seek the changes nec
essary to bring their laws and
regulations into conformity with
the Form Bill and the model
Board regulations.
The publication of Pro
Inter
national fessional Accounting in
relations 25 Countries by the
American Institute last
December marked the culmina
tion of a two-year effort by the
committee on international rela
tions. The book, intended to
stimulate improvement in ac
counting and financial reporting,
is being widely publicized both
in this country and abroad.
The committee also is endeav
oring (1) to contribute further
to the development of accounting
principles, auditing standards and
reporting practices in those for
eign countries where such do not
exist, and (2) to encourage the
lowering of arbitrary restrictions
that presently exist in some for
eign countries barring practice
there by qualified American ac
countants.
To these ends, the committee
has proposed to the AICPA com
mittee on state legislation that it
recommend to state societies and
the state boards of accountancy
that “CPA statutes or regulations
be amended to eliminate the re
quirement of U.S. citizenship so
that citizens of foreign countries
who otherwise meet all the char
acter, education and experience
requirements may be permitted
to take the CPA examination and,
upon passing, may be awarded
the CPA certificate.”

The committee feels that its
proposal to remove the citizen
ship requirement would contri
bute to worldwide freedom of
practice and to the spread of U.S.
accounting methods abroad.
As reported in the
April CPA (p.5),
four amendments
to the Code of
Professional Ethics were approved
by a mail ballot of the Institute’s
membership and are now in ef
fect. These relate to the utiliza
tion of work of other accountants
(Rule 2.01), the expression of an
adverse opinion where appropri
ate (Rule 2.03), sharing fees with
individuals not engaged or em
ployed in the practice of public
accounting (Rule 3.04), and the
continuation of partnership names
after the death or withdrawal of
a partner (Rule 4.02).
Also, the executive committee
approved a change in the Code
(Rule 5.04) which would require
members to respond within 30
days to inquiries from the ethics
committee on matters involving
alleged violations of the Code
and By-Laws. However, it was
decided to defer further action on
this proposal until a number of
other proposed amendments were
ready for submission to Council.
P rofessional
Ethics Code
changes

Ethics book
rewritten

A completely re
written and great
ly enlarged ver
sion of John L. Carey’s book, Pro
fessional Ethics of Certified Pub
lic Accountants is scheduled for

publication this fall. William Do
herty, who for the past six years
has had primary staff responsi
bility for the ethics committee,
will coauthor the book with Mr.
Carey.
At the request of
O p in ion s;
am endm ents the executive com
mittee, the ethics
to By-Laws
committee is de
veloping an interpretive opinion
on the application of the inde
pendence rule (Rule 1.01) to
members who serve jointly as

Small Business Administration.

“Consultation . . . continues with
a high degree of co-operation be
tween the accounting profession
and the SBA.”
Department of Labor. “The
chief development in this agency
has been the recent release of a
Cabinet-level committee report
suggesting major public policy
changes affecting private pension
plans.” The Cabinet report also
suggested added use of outside
accountants.
Agency for International De
velopment. This involves a new

with the Federal
Government reported to Council
that “efforts in recent years have
resulted in a more thoroughly co
ordinated, deeper approach to the
problems of Federal Government
as they relate to accounting.”
The senior committee, com
posed of nine members, receives
reports of seven consulting com
mittees and eleven consultants,
each assigned to a separate Fed
eral agency.

coverage in this area was initiated
“because of massive Federal au
thorization of funds for hospital,
school, and other construction and
research and development proj
ects, which may ultimately in
volve added use of outside ac
countants in certain areas.”
Federal Aviation Agency. “Op
portunities for the use of out
side accountants in connection
with certain Federal airport grant
projects are still in a highly ex
ploratory stage.”
Federal Trade Commission. “This
relatively new activity (which will
involve a consulting committee
next year) was created largely
because of the growing likelihood
of further use of CPAs in FTC
cases involving ‘cost justification.’ ”

Activities of
consultants

Consultants, in ef
fect, operate much
as one-man sub
committees of the senior commit
tee. Here, briefly, are some char
acteristic comments taken from
their most recent reports:
Department of Agriculture. “524
separate firms or accountants are
now involved in independent aud
its of Rural Electrification Admin
istration borrowers.”
Housing and Home Finance
Agency. This agency added its

fourth major program using out

Federal Maritime Commission.

The consultant has established
“excellent lines of communication
with the Commission’s accounting
staff and has assisted in the de
velopment of financial informa
tion report forms for water car
riers subject to its regulation.”
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GOVERNMENT

Department of Health, Educa
tion, and Welfare. Extension of

ET HI CS,

Federal
The senior commit
Government tee on relations

LEGISLATION,

area established at the beginning
of the current committee year.
The consultant met recently with
several key AID officials to lay
groundwork for future discus
sions.

COUNCIL:

opment division,
with the co-operation of the state
societies, is continuing to have a
profound effect upon the account
ing profession. The increase in
course enrollments over the years,
the expansion in the program’s
markets, and the general accept
ance of the program by the mem
bership has proved that profes
sional development should be a
permanent part of the profession
in the years ahead.
Financially, the program ap
pears capable of being self-sup
porting over the long run.
Alongside this broad picture
the Board of Managers of the
professional development division
reported these specific develop
ments to Council:
1. Actual participation for the
previous fiscal year was in excess
of 14,200, and it is expected that
the current year’s enrollments will
exceed 16,000 participants.
2. Of special note is the ambi
tious professional development
program of the New York State
Society. Over 75 presentations of
American Institute courses have

side accountants. It affects “cer
tain selected elderly housing and
urban renewal housing projects.”
The agency is now the second
largest user of outside account
ants.

FROM

Professional The work of the
development professional devel

been scheduled for 1965 in New
York City. An accreditation pro
gram has been initiated leading
to the issuance of a Certificate of
Advanced Study upon the com
pletion of a required number of
Institute professional development
courses.
3. Plans for a number of new
courses have been initiated. Top
priority is being given to the com
pletion of a one-week “Training
Program for In-Charge Account
ants.” A pilot presentation of this
program is scheduled for July,
and national release is planned
for December. These include
“Tax Accounting Problems,” “Sav
ings and Loan Audits,” “Writing
Special Reports,” “Professional
Ethics,” and “Inventory Manage
ment.”
4. At the present time there
are 31 courses in the professional
development library constituting
a total of 57 days of course in
struction.

REPORTS

auditors and directors of non
profit organizations.
The ethics group is also study
ing possible amendments to the
By-Laws designed to streamline
and clarify the Institute’s disci
plinary procedures. These changes
would provide (1) for the auto
matic suspension of a member
whose CPA certificate is sus
pended or who is convicted of a
felony and (2) for the automatic
termination of a member whose
felony conviction becomes final,
or whose CPA certificate is re
voked.
Also, the subcommittee on Code
revision is working on a revision
of the present opinion relating to
Rule 3.04 which prohibits the
sharing of fees with “any indi
vidual or firm not regularly en
gaged or employed in the prac
tice of public accounting as a
principal profession.”

Departm ent of Commerce. “The
Bureau, in its recent annual re
port, made specific and favorable
reference to guides and standards
from the American Institute,
which have been useful to states
in their programs.”
Federal budgeting and account
ing. This area involves relation

ships with the three Federal agen
cies responsible for central con
trol over Federal funds and finan
cial improvement techniques —
the Bureau of the Budget, Treas
ury Department, and the Gen
eral Accounting Office. One re
cent specific request addressed to
this consultant was for assistance
in connection with successful leg
islation to “permit the administra
tive audit of certain Federal
vouchers by reliance upon statis
tical sampling techniques.”
Co-operation
with Federal
agencies

Reports of six of
the
consulting
committees
in
clude such com
ments as the following:
The com m ittee on national d e
fense has “considered and com
mented upon several proposed
changes to the Armed Services
Procurement Regulations at the
request of the Department of
Defense.”
The com m ittee on relations
w ith the Securities and Exchange
Commission and the stock ex
changes submitted comments “on

various proposed amendments of
report forms, rules, and regula
tions where such action was
deemed appropriate.”
The com m ittee on relations
w ith the Civil Aeronautics Board

“continued to make formal replies
to notices of proposed rulemaking
by the CAB.” The committee also
met with representatives of the
CAB in April and “discussed cur
rent accounting problems. Efforts
to reconcile generally accepted
accounting principles and report
ing practices with uniformity de
sired by the regulatory authority
are continuing.”
The com m ittee on relations
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w ith Federal Home Loan Bank
Board reported that “approxi

mately 46 per cent of all Feder
ally insured savings and loan as
sociations are now audited by in
dependent auditors and indica
tions are that the use of indepen
dent auditors by the savings and
loan industry will continue to in
crease.
The com m ittee on relations with
the Federal Power Commission

said that “the effective liaison
which is developing between the
AICPA and the FPC should lead
to greater harmony between ac
counting practices prescribed by
the Commission and generally ac
cepted accounting principles.”
The com mittee on relations w ith
the Interstate Commerce Commis
sion has prepared an initial draft

of a position paper on betterment
accounting. It is currently being
revised by the committee.
After having reviewed and dis
cussed component and other re
ports, the senior committee took
action to continue and improve
efforts in the following areas:
• Reduction of agency devia
tions from generally accepted ac
counting principles
• Classification of compliance
work performed in connection
with Federally stimulated audits
• Situations involving agency
access to accountants’ work papers
• The necessity for continuing
Federal stimulus of sound statelevel financial control in Federal
grant programs to the states
• Clarification of committee
guidelines and the necessity for
continuing cross - communication
between AICPA committees deal
ing with Federal matters.
An increase of twentynine cases since Octo
ber 1 was reported by
the committee on practice review.
The committee said that out of
the 125 cases considered since the
program’s inception, 88 had been
completed and 37 were in various
stages of processing.
There was little increase in the
Practice
review

number of state societies planning
or maintaining some type of prac
tice review program. The com
mittee pointed out that in April
the California Society established
a committee on practice review
patterned after the AICPA pro
gram. The committee also re
peated its standing offer to con
fer with any society that wishes
to establish a practice review pro
gram.
The committee has requested
from the auditing procedure com
m ittee clarification of certain re
porting matters, including the
following:
Is the fourth reporting standard
violated in reports in which the
independent auditor states in the
scope paragraph that the balance
sheet and retained income and
retained earnings statements have
been examined, but the opinion
paragraph covers only the balance
sheet with no mention of the re
lated statements and results of
operations?
Coming soon . . . a bulletin
which will deal in depth with
five or six of the more common
deviations from accepted prac
tice.

MAP

Developments in the man

report agement of an accounting

practice program since
Council last met include:
• Publication in March of MAP
Bulletin No. 21, “The Process of
Communication in Public Ac
counting”
• A new draft of the proposed
bulletin on “Filing”
• Preparation by members of
the committee of articles dealing
with various aspects of accounting
practice management for possible
publication in The Journal of Ac
countancy

• Review, with a view to pos
sible use as a future MAP bul
letin, of “How to Organize a Lo
cal CPA Firm to Meet the Chal
lenge of the Future”
• A survey of partners’ profit
participation in CPA firms repre
sented by committee members.

Realignment of Institute staff
gears APB for wider industry contact
A realignment of AICPA staff
responsibilities was recently ef
fected to accommodate the rap
idly expanding activity of the
Accounting Principles Board and
increasing public interest in its
work.
The new staff position, that of
administrative director of the
APB, is separate from and co
ordinate with the position of
director of ac
counting research,
which will con
tinue to be held
by Reed K. Storey
( The CPA, Sept.
64, p.6).
Announcing the
new staff posi
tion, AICPA Executive Director
John L. Carey said, “It has been
demonstrated clearly that the di
rector of research who, since the
formation of the APB, has been
responsible for both administra
tive activities and for research
should be freed of administrative
duties. The new structure will
permit the research division to
concentrate in that area.”
Filling the new position of ad
ministrative director is Richard
C. Lytle, CPA, who, until April
1, was director of the Institute’s
technical services division.
As administrative director of
the APB, Mr. Lytle will be respon
sible for establishing more formal
co-operation between the APB
and the various groups in in
dustry, government, and educa
tion whose views are sought be
fore Opinions are issued. A closer
working relationship with the va
rious groups, it is hoped, will re
sult in a clearer indication of
whether or not Opinions, once is
sued, will have the support of the
groups concerned.
Liaison committees have al
ready been established with the
American Petroleum Institute, the

Financial Executives Institute, the
Financial Analysts Federation, and
the National Retail Merchants As
sociation. Similar relationships
are being worked out with such
groups as the American Gas As
sociation, the American Paper In
stitute, the Edison Electric Insti
tute, the National Electrical Man
ufacturers Association, and others.
Serving as head of the tech
nical services division since 1962,
Mr. Lytle has worked closely with
and provided staff assistance to
all of the Institute’s technical
committees dealing with account
ing and auditing procedure.
Mr. Lytle first joined the re
search staff of the Institute in
1946, after several years of pub
lic accounting experience in New
York City.
He holds a B.A. from Hobart
College, Geneva, New York, and
an M.B.A. from the Graduate
School of Business Administra
tion, Harvard University. He is a
member of the New York State
Society of CPAs and the AICPA.
Mr. Lytle was succeeded as di
rector of technical services by
Richard A. Nest, CPA, who also
brings to his new job many years
of experience. Be
fore assuming his
new position on
April 1, he had
been assistant di
rector of technical
services since Oc
tober 1963. Prior
to that, he served
in such various Institute staff posi
tions as manager, auditing pro
cedure; research assistant, tech
nical services; and manager, ac
counting trends and techniques.
Before joining the Institute’s
staff in 1956, Mr. Nest was en
gaged in public accounting work
for six years with a medium-sized
New York City CPA firm.
He has a B.S. degree from St.

Peter’s College, New Jersey, and
is a member of the New Jersey
Society of CPAs and the AICPA.
Assisting Mr. Nest will be Gil
bert Simonetti, Jr., who, since
1960, has served as manager of
taxation for the American Insti
tute. Mr. Simonetti will continue
to devote a considerable portion
of his time to the taxation area, in
addition to his new responsibili
ties as assistant director of the
technical services division.
In another area of APB activity,
eight subcommittees composed of
members of the APB itself have
been appointed to review existing
APB
Opinions
and Accounting
Research Bulle
tins to determine
whether any of
them should be
revised or with
drawn prior to
Mr. Storey
the effective date
of the Council resolution adopted
in October 1964. The resolution
stated that “members should dis
close material departures from
Opinions of the Accounting Prin
ciples Board.” The review of the
Opinions and Bulletins by the
subcommittees is expected to be
completed sometime this month,
well in advance of the effective
date of the Council’s recommen
dation, which covers fiscal periods
beginning after December 31,
1965.

Membership Cards —
By Request Only
The Institute will send mem
bership cards only to those
members who request them.
This is done as an economy
measure since there have been
so few requests in the past.
Members desiring cards may
obtain them by writing the
American Institute of Certi
fied Public Accountants, 666
Fifth Avenue, New York, New
York 10019.
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Leading publications across the country
report latest accounting developments
CPAs and accounting questions
have made news in a number of
publications reaching influential
business audiences.
The “Personal Finance” column
of The New York Times (April
12) explained how an accountant
can be an effective personal fi
nance adviser and indicated what
role he plays in serving individ
uals and small business. A special
report in the March issue of Rub
ber Age described how “the role
of the independent certified pub
lic accountant is ever increasing
in importance and responsibility,
to the point where management
is coming to consider him as its
most important adviser” in the
fields of “financial reporting and
. . . the maintenance of accounting
records.” And the Michigan Year
book told how “a growing group
of skilled financial doctors (CPAs)

CPA

JUNE

watch the health of the state’s
business and industry.”
“The Accounting Stalemate:
Management’s Move Now,” in
the May issue of Duns Review
says that “if business doesn’t im
pose more uniformity in account
ing, the government may.”
“Inventory of Generally Accept
ed Accounting Principles for Busi
ness Enterprises” was treated at
length in the Sunday New York
Times (April 4), and the N. J.
Record (March 22), and was also
mentioned in the Accountants Di
gest (March), New York World
Telegram and Sun (March 19),
and Collegiate News and Views
(May). The financial editor of
The Philadelphia Inquirer devot
ed his March 22 column to the
study in which he described it as
a “major contribution.”

Professional Accounting in 25

Countries continues to receive at
tention. An article by the com
mittee chairman, James J. Mahon,
appeared in the March issue of
International Trade Review and a
UPI story based on an interview
with Mr. Mahon was distributed
both nationally and abroad. Ad
ditional reviews appeared in such
publications as Bankers Monthly
(March) and the Financial Exec
utive (April).
The lead article of the April 14
Wall Street Journal discussed
some of the CPA’s major problems
with tax season. Business Week
(April 10) quoted the First Na
tional City Bank of New York
Economic Letter as stating that
“comparing profits, both from
year to year and between differ
ent companies, has become in
creasingly difficult.”
The new research study (ARS
No. 8) on the cost of pension
plans was covered extensively in
the “Personal Investing” column
in May Fortune, and in the Wall
Street Journal (May 7).
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Computer
program
accelerates

Judging by this issue, the computer revolution is here; news about the
marvelous mechanisms has taken over much of this edition of The CPA. The
story beginning on page 10 describes the Institute’s progress on its crash program
with System Development Corp. On page 12 there’s news of a computer
demonstration of time-sharing that will run throughout the annual meeting in
Dallas. A joint research project on EDP, involving several major accounting
societies, is reported on page 7. The auditing committee has appointed a group
to study ED P and auditing (page 19). And a letter from a member (page 18)
sounds a grim warning for CPAs who don’t join the computer revolution.

The APB approves
an exposure draft
of a review of ARBs

W hen the APB met in New York City in late June, it approved an exposure draft
of an Opinion on the Status of Accounting Research Bulletins Nos. 43-51. The
review was carried out under the October 1964 recommendation, of Council which
stated that the APB should review, prior to December 31, 1965, all existing
bulletins of the committee on accounting procedure and determine whether any
of them should be revised or withdrawn. (For financial statements covering
periods closing after that date, Council also recommended that members should
disclose departures from accounting principles accepted in APB Opinions and
ARBs, if the effect on the financial statements is material.)
The Board hopes to issue the Opinion by October 1. It will be published in
an early issue of The Journal.

...

. . . and broadens

its contacts with
Industry and government

AICPA’s accounting
system serves as guide
for other associations

The administrative director of the Accounting Principles Board met with
representatives of a number of groups in an effort to establish more formal
co-operation between the APB and various organizations, including: the
Machinery and Allied Products Institute, the National Electrical Manufacturers
Association, the American Bankers Association, the American Bar Association.

It seems fitting that the Institute, as the national society for professional
accountants, should be consulted when other national associations want to revise
their accounting systems. Last year the American Bar Association and the Air
craft Owners and Pilots Association asked AICPA Controller George Taylor for a
detailed description of how the Institute’s accounting system works. He sent
them the information in a write-up which was later summarized in The CPA
(Oct.64, p.15). This article, in turn, attracted the interest of members who have
positions with the American Dental Association and the American Optometric
Association; they asked for further details to help decide if their associations
should adopt features of the Institute’s approach of associating revenues and
costs with specific activities.
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AICPA will testify At the request of Chairman Wright Patman (D ., Texas) of the House Committee
on bank audit bills on Banking and Currency, Eugene L. Larkin, Jr., chairman of the Institute’s
committee on bank accounting and auditing, will testify on bills HR 40 and
HR 123 which would require independent audits of banks insured by the Federal
Deposit Insurance Corporation. Hearings had not been scheduled at press time,
but were expected to be called very shortly.

Institute recommends Last May, the American Institute testified before a subcommittee of the Judiciary
changes in Committee which was holding hearings on bills S 1758 and S 1336 which
right-to-practice bill would affect the right of CPAs to practice before Federal agencies ( The CPA,
June65, p. 13, The Journal of Accountancy, June65, pp.22-24). During the course
of the hearings, Senator Edward V. Long (D ., M o.), chairman of the subcom
mittee, asked the Institute to submit its suggested changes in writing to the
subcommittee. Shortly before the record of the hearings closed on June 1, the
Institute submitted a draft bill, to be included in the record, which embodied
these recommendations. Significant portions of the draft bill appear on page 20.

,

New series on MS The insert on page 5 offers members a couple of firsts. In content, the
new policy on pricing bulletin on “Cost Analysis for Product Line Decisions” inaugurates a new series
of technical studies in management services. In price, the bulletin starts an
experiment to see if it is feasible to offer members a preferential price on selected
Institute publications. The executive committee felt that AICPA members
should enjoy a discount on many AICPA publications; it therefore authorized a
trial run to see if a preferential pricing policy for members can be maintained
without creating undue administrative problems or the type of serious financial
loss which could cause curtailment of the publishing program.

Management services
papers wanted for
Inter-American
Accounting Conference

Plans for the V II Inter-American Accounting Conference have recently been
changed; it now will be held November 14-21 at Mar del Plata, Argentina.
AICPA members have been asked to prepare a minimum of four original tech
nical papers on “management accounting” (as management services is called
elsewhere in the Western Hemisphere). Papers should be submitted to the
AICPA by August 1, 1965. The Conference will arrange for translation into
Spanish and for publication in proceedings.
Authors do not have to present their papers in person; the actual sessions
will be small-group seminars concentrating on accounting problems. However,
authors who can meet the deadline may well want to go to Mar del Plata,
variously billed as the Riviera, the Naples, or the San Francisco of Latin
America. Members who are interested in attending as authors, observers, or
delegates (the number of delegates is limited) should contact David H.
Lanman, Jr., at the Institute.

New ethics booklet “Code of Professional Ethics & Numbered Opinions,” with its short foreword
useful for professional explaining the evolution of CPAs’ ethical standards, makes an effective public
public relations relations document. Members are using it for reception room display and for
distribution to their clients and to bankers or lawyers. Members received a
personal copy of the Code earlier. You may get up to ten more copies
free and additional copies at ten cents each from the Institute.
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Dean Trump of Emory University is named
new education director of Institute
The Institute has a new educa
tion director: Dr. Guy W. Trump,
CPA, who is presently Dean of
the School of Business Administra
tion at Emory
University in At
lanta.
Dr. Trump will
co-ordinate all of
the staff activities
related to the “hu
man input” of the
accounting pro
fession: recruiting, education, test
ing, and training.
He succeeds Edward S. Lynn,
CPA, as education director. Mr.
Lynn resumes his teaching career
this fall as a professor of account
ing at the University of Arizona
after five years of service on the
Institute’s staff.
Mr. Lynn and the Institute’s
executive office worked closely in
revising specifications for the edu
cation director’s position to take
into account the need (1) to im
plement the soon-to-be-completed
Common Body of Knowledge
Study and (2) to increase co
ordination of all Institute activi
ties concerned with the profes
sion’s “human inputs.”
With the completion of the
Common Body Study, the new
director of education will devote
his efforts to:
consulting closely with univer
sities, both in disseminating the
results of the Study and in gath
ering reactions to it from the aca
demic community
framing for the consideration
of the policy-making bodies of
the Institute those recommenda
tions from the Study which call
for formal action
co-ordinating the Institute’s
educational efforts, whether they
deal with testing or with profes
sional development
In the testing area, William
Bruschi has assumed full staff re

sponsibility for preparation and
grading of the Uniform CPA Ex
amination, as reported in The
CPA (March65, p.9). In profes
sional development, William Sa
lowe, director, will work with Dr.
Trump in using the Common
Body results to enrich the pro
gram for continuing professional
education.
Dean Trump’s background has
prepared him well for his new

responsibilities. After gaining his
bachelor’s and master’s degrees
in business administration from
Tulane, he earned his doctorate
from the State University of Iowa
in 1951. He became a CPA in
1949. He has worked with indus
try both as an employee and as a
consultant. Prior to his service at
Emory, he had been Dean of the
U.S. Merchant Marine Academy
and chairman of the department
of business administration at
Southern Illinois University. At
Emory he has directed the gradu
ate and the undergraduate busi
ness programs and run the execu
tive development program.

California amends its by-laws to provide
for common Ethics Code with Institute
The California Society of CPAs
has approved by an overwhelm
ing majority a by-law amendment
providing for a common Code of
Professional Ethics with the Amer
ican Institute.
The provision effecting this
change states that “all present
rules of ethical conduct of the
American Institute of Certified
Public Accountants are included
in the following paragraphs. Any
change in rules of ethical conduct
adopted by the American Insti
tute of Certified Public Account
ants shall become a part of this
Article upon affirmative action by
the board of directors of the So
ciety.”
The provision permits the So
ciety to adopt future AICPA
Code changes without incurring
the duplication of effort and ex
pense and the delays involved in
a mail ballot of the Society’s mem
bership. The provision also al
lows the Society to adopt addi
tional rules which are not con
tained in the Institute’s Code. At
present, the California Society has
two such rules.
Eleven state societies now have
by-laws which provide for a com
mon Code of Professional Ethics

with the American Institute.
Other by-law amendments ap
proved by the California Society
provide for more effective ad
ministration of trial boards and
for the automatic notification of
the American Institute of the sus
pension or expulsion of a mem
ber. These amendments serve to
implement the 1962 objective of
the Institute’s Council “. . . to
bring about uniform . . . codes of

ethics and enforcement proce
dures.”
The California State Board also
took action recently which will
affect future candidates for a
California CPA certificate.
Effective January 1, 1966, Cali
fornia will require candidates for
the CPA certificate to pass a writ
ten examination relating to the
California Rules of Professional
Conduct. The examination is in
addition to the uniform examina
tions in theory, accounting prac
tice, auditing, and commercial
law. Applicants for a reciprocal
CPA certificate also must pass
the examination on ethics.
Other states requiring an ethics
examination are Alabama, Colo
rado, Florida, Idaho, Iowa, Kan
sas, and Kentucky.
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JOHN L. CAREY

The “Dirty Business” Attitude
N ot long ago an Institute staff member attended a meeting of guidance
counselors. A question arose as to why many able college graduates
seem disinclined to enter business these days. To students, businessmen
do not seem interested in human development — the social contribution
of business enterprises is not clear to the young.
The best young people today are keenly interested in careers that
contribute to human welfare. Science, medicine, law, education, the
arts, foreign service, and similar fields have a strong appeal.
By comparison business is consciously or subconsciously down
graded on the campuses of liberal arts and science colleges, and prob
ably even in the high schools. This low opinion of business is supported
by many educators.
Since the accounting profession is closely identified with business,
these attitudes may explain some of the recruiting difficulties en
countered by CPA firms. And since the young are influenced by
teachers, parents, and other adult associates — as well as by what they
read in newspapers, magazines, and books —these attitudes of students
may largely reflect the thinking of the general public as well toward
both business and accounting.
If these people are assuming that business is preoccupied with
profits — and that CPAs, for example, are mainly concerned with com
puting profits and saving taxes — it is not difficult to understand why
they see both management and accounting as less glamorous than
vocations that seem to minister directly to the needs of people.
Why do so few people understand that business supports the high
standard of living which Americans enjoy? Without an efficient busi
ness system what would happen to the arts, to educators, to welfare
organizations, to governmental tax-supported projects aimed at human
welfare? The answer is apparent in a glance at the economically under
developed countries.
And without an effective accounting profession how could cor
porations raise equity capital and working capital, how could they
control costs and thereby keep down prices, how could they administer
far-flung enterprises, comply with complex tax requirements, and plan
for their growth, expansion, diversification?
In the last analysis, all the things which socially conscious citizens,
young and old, may admire — the affluent society, the great society, the
welfare state, scientific research, national defense, space exploration —
are supported by the economy. The economy is a system of extracting
natural resources and producing and distributing goods and services —
that is to say, business And accounting provides the information on
which business makes plans, controls, decides, and reports.
What could be more socially useful than careers in management and
accounting? How can the message be delivered? If every CPA, and
every CPA’s client, tells everyone he knows, it would help a lot.
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New recruiting film
stars the “human” CPA
The Institute has finished shoot
ing its new recruiting film en
titled “Inc.” It will be available
for showing during the coming
school year.
Produced and directed by the
AICPA, “Inc.” portrays the broad
role of the corporation in the
American economy and empha
sizes the part the CPA plays, both
as a management counselor and
as a responsible professional.
By emphasizing the “human”
and socially useful role of the ac
countant, the film, hopefully, will
correct some of the misconcep
tions which many students hold
about the accounting profession
and its contributions to society.
“Inc.” is designed for the needs
and interests of high school stu
dents who ordinarily might not
consider entering a college of
business. It stresses the economic
and sociological aspects of the ac
counting profession, rather than
the technical ones. The new film
should reach the better students
in high schools and influence them
to enter a collegiate school of busi
ness. The recruiting record of the
profession suggests that if more
of the better high school students
follow this path, many of them
will eventually become CPAs.
The Institute’s other recruiting
film, “CPA,” will continue to be
shown to college preparatory stu
dents, a group which has re
sponded most favorably to it at
thousands of viewings.

On location with "In c ." Inside the
board room, top management is
counseled by the com pany’s C P A .

National press coverage focuses on
bank accounting, AICPA publications
Bank reporting practices con
tinue to get wide attention from
the business press. A major fea
ture in the Wall Street Journal
(June 4) discussed the need for
fuller disclosure and the pros and
cons of independent audits. The
feature presented the position of
the AICPA’s banking committee
as stated in The Journal of Ac
countancy (Dec.64, p.59). “Bank
analysts particularly,” the article
reported, “deplore the variations
characteristic of today’s reports.”
In a similar vein The Commercial
and Financial Chronicle (June 10)
printed a bank analyst’s speech
to the Eastern Regional NABAC
Conference in which he advo
cated greater standardization of
bank reporting so that the profit
ability of one bank can be com
pared to another. He emphasized
that, to the investor, “earning
power becomes the only valid
basis for comparison.”
An editorial in the American
Banker (May 4) supported greater
utilization of CPA services in
bank operations although it did
not favor independent audits.
A recent speech by K. A. Ran
dall, the new chairman of the
Federal Deposit Insurance Cor
poration, which clearly points out
the difference between bank ex
aminations and audits, is the basis
of an editorial in the July Journal
of Accountancy. The editorial
says that “accounting for banks,
as for a few other specialized in
dustries, has heretofore in some
respects followed a pattern of its
own. It is encouraging to see in
creasing recognition of the desir
ability of applying the same stan
dards of accounting and auditing
in these as in other industries.”
On the international front the
Washington (D.C.) Daily News,
in an editorial on the deposit of
U.S. development aid funds in
foreign banks, suggested the es

tablishment of an international
bank inspection system. “It seems
to us,” said the editorial, “that an
independent pool of well-known
international accounting firms . . .
could be organized, rotating ex
aminations and examiners and
sharing data for future reference
and comparison.”
Recent AICPA publications
have also been the subject of
many financial columns in the
nation’s press.
► Considerable interest has been
displayed in the new research
study, “Accounting for the Cost of
Pension Plans.” Articles on the
study have appeared in such
newspapers as the Wall Street
Journal and The New York Times,
in commercial pension-reporting
services, and several insurance
periodicals.
► Initial reports on the press cov
erage given to the committee on
Federal taxation recommendations

for amendments to the Tax Code
are encouraging. This included a
United Press International story,
features in the New York Herald
Tribune (June 15), The New
York Times (June 21), and sev
eral business and tax periodicals.
► Interest in the CPA’s future is
not confined to the profession as
evidenced by the fact that some
15 nonaccounting publications
have published reviews of the
book by John L. Carey, including
two successive columns by the
financial editor of the Chicago
Sun-Times (May 6, 7). The Min
neapolis Star (May 19) reported
some of president-nominee Rob
ert M. Trueblood’s observations
on the subject.
► A detailed analysis of Profes
sional Accounting in 25 Countries
in the Journal of Commerce
(May 18) brought to 14 the num
ber of nonaccounting publications
which reviewed the book.
► A lead feature in the Wall
Street Journal (May 24) discussed
various aspects of mergers with
large accounting firms and their
effect on the smaller practices.

AICPA exploring joint research project in EDP;
meanwhile, its own computer study moves forward
Five professional accounting as
sociations are exploring the possi
bility of a co-operative research
project in the area of electronic
data processing.
In addition to the AICPA, the
participating associations are: the
National Association of Account
ants, the Financial Executives In
stitute (the Financial Executives
Research Foundation), the Insti
tute of Internal Auditors, and the
American Accounting Association.
Several of the organizations
have been working independently
on computer studies.
FERF, for example, is working
on a project whose purpose is to

forecast the manner in which the
organization and management of
a business may have to be
changed during the next ten to
fifteen years if the business is to
take full advantage of the bene
fits available from the use of com
puters.
The American Institute, as read
ers of The CPA know from ar
ticles in the March and June is
sues, has embarked on its own
long-range computer program. The
first part of this program is ex
pected to be completed some time
this fall. For a detailed descrip
tion of the first phase of this
program, see pages 10-13.
TH E JULY-AUGUST C P A/PAG E 7

Annual meeting to stress
the computer and the CPA
The CPAs’ yearly roundup is
scheduled for Dallas, September
19-22. The occasion: the seventyeighth annual meeting of the
American Institute. It offers mem
bers a chance to learn of the latest
developments and a chance to talk
business — or just talk — with
their professional colleagues.
The computer challenge will be
the dominant theme of this year’s
meeting. Three entire technical
sessions will stress EDP, from
broad surveys on the opportuni
ties for client services to such
specifics as an introduction to sys
tems design, fundamentals of ac
count coding, and “the hardware:
understanding it and using it.”
Appropriately, the president of
IBM , Albert L. Williams, CPA,
will deliver one of the major
speeches. IRS Commissioner Shel
don Cohen will deliver another
key address.
A unique feature of the meet
ing will be a demonstration of
the new tim esharing concept —
which makes computers more
available and far cheaper to use.
(See box, page 12.) The exhibit
will be operative throughout the
entire three days.
More than three hundred mem
bers have returned their advance
hotel reservation request forms as
of press time. If you have mis
placed yours — it was included
in the June CPA — write to Mem
bership Relations at the Institute
for another one.
Entertainment for members and
their families will be provided
by Art Linkletter, and the musical
comedy stars Lois Hunt and Earl
Wrightson.
Side trips to Mexico are avail
able after the meeting closes on
Wednesday afternoon, September
22. Inquiries should be made di
rectly to Lincoln L. Miller, execu
tive vice president, World-Wide
Travel Service Corp., 1925 K
Street, N.W., Washington, D.C.
20006.
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Ethics Committee Opinion No.
16: "Retired Partners and Firm
Independence"
The committee on profes
sional ethics has considered the
question of an accounting firm's
independence when a retired
partner of the firm acquires any
direct financial interest or a
material indirect financial in
terest in an enterprise on whose
financial statements the firm is
expressing an opinion or when
he becomes connected with
such enterprise as a promoter,
underwriter, voting trustee, di
rector, officer, or key employee.
Under Rule 1.01 it is the
auditor's responsibility to assess
all of his relationships with an
enterprise to determine whether,
in the circumstances, he might
expect his opinion to be con
sidered independent, objective,
and unbiased by one who had
knowledge of all the facts. The
committee believes that certain
relationships of a retired part
ner with the firm of which he
was formerly a partner and with
a client of that firm might sug

gest to a reasonable observer
that the firm was lacking in
independence.
For example, if a retired
partner remains active in the af
fairs of the firm, even though
not officially, the independence
of the firm would be impaired
if he was an officer, director,
stockholder, or key employee of
a client on whose financial
statements the firm expresses an
opinion.
However, the committee be
lieves that if a retired partner
is no longer active in the firm
(regardless of the fact that he
receives retirement benefits),
the independence of the firm
would not be impaired by his
being an officer, director, stock
holder, or key employee of a
client on whose financial state
ments the firm expresses an
opinion, provided that the fees
received from such client do not
have a material effect on his re
tirement benefits. A retired
partner who has such a rela
tionship with a client should not
be held out as being associated
with his former partnership.

Ethics committee acts on four opinions,
forwards seven cases to Trial Board
Two opinions relating to inde
pendence and a third relating to
specialization were approved by
the ethics committee when it met
in Chicago on June 3-4.
The committee also:
• Revised an opinion concern
ing fee sharing
• Established prima facie cases
showing violation of the By-Laws
and Code of Professional Ethics
against seven Institute members.
They will be summoned to appear
before sub-boards of the Trial
Board.
The complete text of Opinion
No. 16, “Retired Partners and
Firm Independence,” appears on
this page.
Later issues of The CPA will
carry Opinion No. 17, on “Inde
pendence of Directors of Non

profit Organizations,” and Opin
ion No. 18, “Specialization,” on
the utilization of non-CPA spe
cialists for expanded services to
clients.
The committee also revised
Opinion No. 6, “Sharing of Fees,”
to take into account the recent
amendment to Rule 3.04 of the
Code ( The CPA, Apr.65, p.5).
The Rule change prohibits fee
splitting with nonpractitioners.
Under consideration: an opin
ion relating to the association of a
member’s name with published fi
nancial, statements when no opin
ion is included or when an opinion
is included but the financial state
ments are incomplete. The com
mittee on auditing procedure will
review the opinion before the
ethics group takes final action.

The man behind the scenes tells
what an annual meeting is made of
Banquets and budgets and bus
rides and business . . . place cards
and programs and parties and
people . . . those are some of the
things an annual meeting is made
of.
Mostly it’s made up of people;
people from home and people
from far away, people who come
to instruct and people who come
to learn. Professionally speaking,
the technical program is without
peer. Its speakers’ platforms have
been graced by the President of
the United States and other high
Government officials, as well as
by top men in business, industry,
accounting, and other professions.
Let me trace for a moment the
broad development of an annual
meeting.
The Institute’s executive com
mittee selects an annual meeting
location six years in advance. Al
though this may sound as though
the Institute is overly cautious in
this matter, you will probably be
amazed to learn that there are
many business and professional
organizations which have already
reserved accommodations in spe
cific hotels and clubs from 1965
through the late 1980’s.
I recall with some amusement
a conversation I had with a hotel
sales representative from another
part of the country who, when I
advised that geography and pre
vious commitments precluded a
trip to his section of the U.S. for
another ten years at least, re
sponded, “Have you picked the
month?”
In any case, meeting sites are,
for all practical purposes, selected
well in advance.
Broadly speaking, the meeting
might be divided into three areas
of activity: preliminary and busi
ness meetings within the meeting,
the technical or professional pro
gram, and the social program
including ladies’ entertainment.

Preliminary activities start as
early as the Wednesday preced
ing the official Sunday opening,
and include meetings of the ex
ecutive committee, Council, and
other Institute committees.
The professional program of
several concurrent technical ses
sions and panel discussions also
includes the annual business
meeting during which important
issues facing the Institute and the
profession are carefully discussed
and debated.
Last but not least, the social
program consists of receptions,
luncheons, tours, a banquet, musi
cal entertainment, hospitality ac
tivities, and just plain person-toperson socializing. With its wealth
of interesting things to do and
places to see, you can be sure the
ladies’ committee will plan an in
teresting program.

As I mentioned earlier, there
are hundreds of people involved
in an annual meeting. It follows,
therefore, that there are also hun
dreds of jobs to be done—equip
ment to be ordered, menus to be
selected, committees to be staffed.
Arrangements of varying com
plexity must be made for every
thing from shuttle buses to name
signs, agendas to advertisements.
A lot of work? Yes, but a lot of
fun, too. I think one of the best
analogies that might be made to
an annual meeting is that of the
lady of the house preparing for
an extra special dinner party. All
of the days and perhaps weeks of
planning are eaten up in minutes.
This result, however, doesn’t di
minish for a moment the effort
that went into the planning or
the enjoyment gained in the ex
ecution.
P a u l R in g g o ld

Membership Relations
[From a speech delivered re
cently before the Massachusetts
Society of CPAs Wives Club.]

Can you an auditor and a borrower be—
without jeopardizing your independence?
Q. Would deposits in or loans
from a commercial bank or sav
ings and loan association jeopard
ize a member’s independence as
auditor of the bank or savings
and loan association?
A. The ethics committee has ex
pressed the opinion that deposits
in a commercial bank or savings
and loan association do not neces
sarily constitute a direct financial
interest in the bank or savings
and loan association. However,
the committee believes that if the
deposits are substantial in relation
either to the total assets of the
bank or to the net worth of the
auditor or his firm, a question of
the auditor’s independence might
arise. In the case of savings and
loan associations, when deposits

entitle the depositor to vote at
the association’s annual meeting,
the committee recommends that
the auditor-depositor refrain from
exercising his right to vote.
The committee has also ex
pressed the opinion that borrow
ing funds from a commercial bank
or savings and loan association
does not necessarily jeopardize a
member’s independence. In fact,
the Federal Home Loan Bank
Board’s own standards of inde
pendence expressly permit an au
ditor to finance his home through
the savings and loan association
under audit. Of course, if the
amount involved is such that third
parties having knowledge of the
facts might suspect a conflict of
interest, the auditor should seek
the funds from another institution.
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American Institute starts first phase of its computer program,
The Institute’s all-out effort to
develop a program of action on
computer technology, tailored for
the special needs of AICPA mem
bers, reached a new stage recently
with the signing of a contract
with the System Development
Corporation (SD C).
This phase of the Institute’s
computer research and education
program represents a first step in
a long-range effort to help mem
bers make optimum use of com

puters (CPA, March65, pp.3-7,
and June65, pp.6-7).
SDC is a nonprofit organization
with extensive background in the
computer field, including a major
role in the “command control”
system for the Strategic Air Com
mand. It will co-operate with the
Institute in providing a six-month
computer program on four major
projects: (1) short-range plan
ning, (2) applied research, (3)
education, and (4) long-range

planning for further projects.
Three top-level SDC staff mem
bers have been assigned on a full
time basis to work with the Insti
tute staff. The SDC team, headed
by mathematician John J. Con
nelly, has been developing the
program with Henry De Vos, the
Institute’s manager of manage
ment services.
Already, several of the shortrange planning projects are off the
drawing boards and on the way

signs contract with System Development Corporation
toward completion. Interviews,
preliminary definitions of com
puter problems, and an EDP
questionnaire-survey to determine
the “state of the art” are currently
under way.
The survey and a computerstudy activity, including identi
fication of specific objectives,
contact lists, and methods and
procedures for computer imple
mentation are being conducted
under the guidance of the applied

research team. (See diagram be
low for a quick tour of the main
portions of the program.)
For computer education, the
program will develop three opera
tional areas: an ED P workshop,
a presentation for the AICPA’s
seventy-eighth annual meeting,
and an EDP curriculum.
Part four of the program calls
for designing a long-range plan
whereby the Institute can con
duct a continuous program of ac

tion that will enable more CPAs
to make EDP a permanent and
important weapon in their pro
fessional arsenals.
The EDP questionnaire-survey
has approximately fifty objectivetype questions on EDP usage.
Members are urged to return the
questionnaire on or before July 15;
however, as the IRS says, returns
will still be accepted after the
15th of the month.
To help speed up “inputting”

LE G E N D

H o w to P r o g r e s s b y P E R T —

SHORT-RANGE PLANNING
SURVEY ACTIVITY
B2 DETAILED STUDIES
C 1 WORKSHOP ACTIVITY

A

A C a le n d a r f o r t h e C o m p u t e r P r o g r a m

B1

SDC/AICPA PROJECT ACTIVITIES
SDC DELIVERABLE ITEMS
AICPA STAFF MEMBER ACTIVITIES
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during the processing and anal
ysis of the survey, the Institute
plans to use an IBM 1230 optical
scanning device — a machine that
translates printed material on the
questionnaire answer sheets into
machine language by means of a
photoelectric cell.
Trial run results from the ques
tionnaire and other preliminary
investigation indicate the kind of
valuable information it should dis
cover. For instance, a local prac
titioner has been reported to have
an annual EDP rental bill of
$125,000 which, of course, would
suggest a rather sophisticated com
puter service.
Another local firm indicates
that annual billings for its com
puter services run over $500,000
per year.
Plans have also been made to
prepare a computer time-sharing
demonstration at the annual meet
ting, in Dallas, September 19-22.
( See box story in next column.)
The education group also plans
to provide a long-range curricu
lum for applications of EDP in
CPA practices.
The curriculum, along with a
final program report, will be sub
mitted to the Institute toward the
end of the six-month period.
This report will detail the re
sults of the entire program and
offer a long-range plan outlining
the applied research, educational
development, and other areas
necessary for successful integra
tion of electronic data processing
in professional accounting prac
tice.
As they become available, the
interim results of the program will
be published in future issues.
E d . N o t e : A s The CPA goes to
press, a revised plan for the educa
tional part of the project is under
consideration. This would call for
the creation of an advanced course
to complement the current PD
course, “An Introduction to ADP.”
If accepted, this revised plan
would supersede the “workshop
activity” depicted in the PERT
chart, pp. 10-11.
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Time-Sharing Exhibit to Spark Wide Interest
A t the A IC PA annual meet
ing members can watch an
EDP "time-sharing" demonstra
tion by System Development
Corporation (SDC) which will
run continuously during the
three-day Dallas meeting.
As defined by EDP pros,
time-sharing is the simultaneous,
real time usage of a centrally
located, large computer com
plex. Time-sharing has valuable
applications for CPAs because
of its low-operating cost capac
ity for simultaneously processing
data to and from various loca
tions.
Using a wide variety of ap
plications, demonstrators at the
annual meeting will show mem
bers how teletypewriter equip

ment located in Dallas can be
used to activate and operate a
computer at SDC's main offices
in Santa Monica, California.
Entry of information into the
input devices in Dallas, opera
tion of the computer in Santa
Monica, and responses at the
Dallas output devices will occur
on a real time basis — transac
tions will be processed in a
matter of seconds or less.
Closed circuit television hook
ups will allow members to view
the demonstration from key
vantage points.
The SDC computer which
will be used in the demonstra
tion is currently servicing ap
proximately sixty clients on a
regular schedule.

Florida legislature requests Board to reappraise
state's accountancy law and regulations
The Florida legislature has
unanimously adopted a resolution
requesting the Florida State Board
of Accountancy to undertake a
major study and reappraisal of
the state’s accountancy law.
The resolution was adopted
after the defeat of several bills
proposing changes in Florida’s
present partnership requirements.
One such bill would have required
that only the resident partnermanager of an out-of-state CPA
firm hold a Florida CPA certifi
cate. The present law requires
that for a firm to register as a
partnership, all members of the
firm must hold a Florida certifi
cate.
Last March, an official publi
cation of the Florida Institute of
CPAs, News Notes, reported that
“an intensive campaign is under
way throughout the state to sus
tain the policy position of FICPA
wherein the status quo of the
Florida Accountancy Law shall
be sustained.”
But, an editorial in the Florida

Hollywood

Herald (May 17)
took an opposite view. It stated
that the present law, “established
many years ago, was intended to
establish closer controls over ac
counting practices and protect lo
cal accountants from unwanted
competition.
“These conditions do not apply
today,” the Herald said, “and are
extremely detrimental to the
state’s industrial growth. . . . This
state is the only one in the nation
that maintains such restrictive ac
counting laws today.”
The resolution as passed re
quests that the State Board reap
praise the present accountancy
laws of the state and its rules and
regulations in the light of the cur
rent business trends and condi
tions, adopting such changes and
regulations as it deems necessary
and recommending to the House
of Representatives at its next
regular session any changes in the
law which it may believe will be
beneficial to the state and to the
accounting profession.”

“The Journal” adopts a new format:
crisper, cleaner, more readable
THE
JOURNAL
OF
ACCOUNTANCY

Your Journal for July sports a new cover, the
fruition of a project for adapting recent advances
in communications techniques. The main objec
tives: make it easier for readers to find and
select what they want, and make everything in
the magazine clearer and easier to read. The
editors worked on the project for nearly a year
with designer Lauren ce Lustig, who also acts
as a consultant on T h e CPA and many other
Institute publications.
Turn to page three this month and every month
for capsule accounts of late-breaking news. As
part of the project, T h e Journal’s printer has
agreed to hold this page open five days closer
to deadline in order to carry last-minute de
velopments. This “special interest” page also
gives busy readers quick highlights of the fea
tures in the issue so that they can quickly decide
what to read — and what not to read — in each
month’s Journal.

The piece on
page 34 by
the F B I ’s J.
E d gar Hoover
dem onstrates
T h e Journals
new approach
to major articles. Layouts will be
varied to suit subject m atter. Il
lustrations and art work will be
employed where they enhance
meaning. Quotations m ay be spot
ted throughout articles to ch arac
terize and underscore the author’s
salient points.
The News R e
port starting
on page 7 car
ries as many
items as usual
but in con
siderably less
space. Crisper
reporting and writing will, we
hope, result in more efficient pres
entation of the accounting sig
nificance in the news. Take the
first two stories in the July issue.

The first describes a little-noticed
case in which a New York court
applied A IC PA technical and
ethical standards to CPAs who are
not Institute members. The sec
ond story sets straight some mis
conceptions on an audit of a bank
whose affairs got tangled up in
the Dominican crisis.
Statements in
Quotes carries
expanded cov
erage of the
speeches,
meetings, tes
timony, etc., of particular impor
tance to accountants. F o r instance,
July gives excerpts of a speech by
the S E C ’s chief accountant, An
drew Barr, who stated his per
sonal views on what further prog
ress accounting should make. F ol
lowing this is a report on a Cali
fornia seminar covering the highly
controversial question of whether
banks are infringing on the p rac
tice of accountancy through com 
puter services.

Have You Read?
Management of an Accounting
Practice Bulletin No. 14c, "Third
Annual Income and Expense Sur
vey," and Bulletin No. 21, "The
Process of Communication in
Public A ccounting" . . . Actual
facts, tested procedures, and
case histories, offering practi
tioners an opportunity to evalu
ate and improve the manage
ment o f their own practices by
comparing them with those of
other successful firms. Each bul
letin $2.00
"Professional Accounting in 25
Countries" . . . A wealth of au
thoritative data on accounting
principles, auditing standards, re
porting practices, and profes
sional requirements in various
countries throughout the free
world. $12.00
"The C PA Plans fo r the Future"
. . . A sweeping examination of
what steps the profession may
take to adapt most successfully
to changing times. $5.00
"A u d it Guide on C on tracto rs"...
An interpretation and summary
of the application of accounting
principles to the commercial
business o f contracting. $2.00
ARS No. 7, "Inventory o f Gen
erally
Accepted
Accounting
Principles fo r
Business Enter
prises". . . A practical summary
and classification of accounting
principles and a classification of
Opinions of the APB and other
authoritative sources as they re
late to the summary. $3.00,
paper; $4.00, cloth
ARS No. 8, "Accounting fo r the
Cost o f Pension Plans" . . . An
evaluation and comparison of
varying proposals which have
been made to solve present pen
sion accounting problems, with a
description of the difficulties in
volved and recommended solu
tions. $1.50
A ll the above publications may
be ordered directly from the
American Institute.
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Benevolent Fund performs discreet role
in helping members beset by misfortune
Do you know what the AICPA
Benevolent Fund is or does?
This question was posed by the
Trustees of the AICPA Benevolent
Fund at their May meeting at
Colorado Springs.
The Fund must work with the
utmost of tact and discretion in
its main mission of discovering
members or their families who
have been hit by misfortune and
deciding if they should be offered
financial assistance. But the dis
cretion which this mission de
mands means that few members
understand what the Fund does;
it may mean that people with
genuine need do not come to the
notice of the Trustees. They de
cided that the best way to inform
members about the Fund was to
publish in The CPA a statement
explaining its purposes, objectives,
and operation.
The American Institute Benev
olent Fund, Inc., was incorporated
on May 25, 1933, with these spe
cific objectives: “to solicit, collect
or otherwise raise money for
charitable, philanthropic and be
nevolent purposes in connection
with the relief of the needy ac
countants who are members of the
American Institute of Accountants
(now the AICPA), and their
families and to provide voluntary
assistance to the members . . . and
their families in case of sickness,
distress and death. . . .”
In 1946 this was broadened so
that benefits might be available
to “former members and associ
ates . . . and their families.”
The Trustees of the Benevolent
Fund have considered each case
brought before it on the merits
and have granted assistance to
members, former members, and
their families. In looking into the
merits of each request for assist
ance, the Trustees have relied on
selected members of the Insti
tute’s Council for obtaining the
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facts on which their ultimate de
cisions are based. This procedure
has been highly successful.
Currently, beneficiaries in some
seven cases are receiving an ag
gregate of $1,500 a month. Each
case is reviewed once or twice a
year so that the Trustees may de
termine whether payments should
be continued, discontinued, or
changed in amount. It is not in
tended that a member be desti
tute before aid is given or that
there be a need for continuing
monthly remittances. Payment of
medical and hospital bills from

the Fund has on occasion freed
a member from pressing financial
worries.
The Trustees believe that there
are probably others in the Insti
tute’s family who are eligible for
financial assistance from the Fund.
If any member knows of such a
case, the Trustees would welcome
a letter briefly describing the cir
cumstances so that the usual lo
cal investigation can be made.
Just address your letters to the
Board of Trustees of the Amer
ican Institute Benevolent Fund,
666 Fifth Avenue, New York,
N.Y. 10019. You may be sure that
each request will be handled in
a confidential manner in accord
ance with the Board’s long-stand
ing procedures.

Trial Board modifies sub-board decision;
member is suspended for one year
May 1. The Institute’s Trial
Board met on May 1 to conduct,
for the first time under Article
VI, Sections 3 ( c ) and 3(d) of
the By-Laws, adopted March
1962, a hearing on review of a
decision of a sub-board of the
Trial Board. The Trial Board de
cided to modify the sub-board
decision.
On August 28, 1964, the sub
board had found that a member
had committed an act discredit
able to the profession in having
been convicted, on his plea of not
guilty and a verdict of guilty by
a jury, of wilfully and knowingly
failing to file Federal income tax
returns. The sub-board had de
cided that the member should be
expelled and that his name should
not be mentioned in the state
ment of the case to be published
in The CPA.
The member requested a review
of the sub-board’s decision, al
leging that in view of mitigating
circumstances, the penalty of ex
pulsion was grossly dispropor
tionate to the offense. An ad hoc

committee of the Trial Board, ap
pointed to consider the request,
decided on November 25, 1964,
that a review by the full Trial
Board should be allowed.
The Trial Board met on May
1, 1965, to consider the matter.
The member appeared in person
and was represented by another
Institute member acting as his
counsel.
The Trial Board found that the
member had committed an act
discreditable to the profession
and ruled that the sub-board’s
decision that the member should
be expelled should be changed to
suspension of his membership in
the Institute for one year. The
Trial Board affirmed the sub
board decision that the statement
of the case to be published in
The CPA should not mention the
member’s name. The decision be
came effective on May 1, 1965.
E d . N o t e : The Trial Board decides
whether the published statement
of a case shall disclose the name
of the member involved.

Notice of Seventy-eighth Annual Meeting
American Institute of Certified Public Accountants
September 20, 1965
To the Members of the
American Institute of Certified
Public Accountants
In accordance with the provi
sions of Article XIV, Section 3, of
the By-Laws of the American In
stitute of Certified Public Ac
countants, I hereby give notice

that the regular annual meeting
of the American Institute of Cer
tified Public Accountants will be
held at the Sheraton-Dallas Hotel,
Dallas, Texas, beginning at 9:00
a .m . on Monday, September 20,
1965.
In accordance with the provi
sions of Article X II, Section 1(a) ,

of the By-Laws, the following re
port of the committee on nomina
tions is submitted to members of
the American Institute of Certified
Public Accountants.
J ohn

L.

C arey

Executive Director
July 1, 1965

Report of the Committee on Nominations
The committee on nominations
hereby nominates the following
for officers and members of
Council of the American Insti
tute of Certified Public Account
ants:
FOR OFFICERS
President
R obert M . Trueblood, III.

Vice Presidents
M alcolm M. Devore, N.Y.
C laude M. Ham rick, Jr., G a.
G e rald C . Schroeder, M ich.
James VanderLaan, C olo.

Treasurer
David F. Linowes, N.Y.

For Council Members at Large
(Three-year terms)
Kenneth S. Axelson, N.Y.
G ordon Ford, Ky.
Thomas J. Graves, N.Y.
Ralph E. Kent, N.Y.
E. C . Leonard, Jr., Okla.
R obert K. Mautz, III.
W a lte r J. O lip h a n t, III.
(Two-year terms)
Karney Brasfield, W ashington,
D.C.
W a lte r E. Hanson, N.Y.
Leslie A . H eath, N .C .
G eo rg e S. O live, Jr., Ind.
(O ne-year terms)
H orace G . Barden, III.
M aurice J. Dahlem, C a lif.
H illia rd R. G iffe n , C a lif.
M arvin L. Stone, C olo.

For Members of Council
(Three-year term)
W inston Brooke, A la .
LeVerne W . G arcia, C a lif.
Charles R. Lees, C a lif.
Lorin A . Torrey, C a lif.
Ralph R. Bartsch, C olo.
Frank A . G unnip, Del.
H arold J. Bobys, W ashington,
D.C.
Barney Bernstein, Fla.
H a rry W . Bower, Fla.
John H . Peterson, Idaho
R obert S. M acC lure, III.
H a rry Faris, Kan.
A b n e r E. Hughes, La.
H arold C . Chinlund, M d.
Herman Stuetzer, Jr., Mass.
Paul F. Icerman, M ich.
W illa rd E. Slater, M ich.
E. Palmer Tang, Minn.
Edward A . D eM iller, Jr., Miss.
John D. Crouch, M o.
W a rre n B. C u ttin g , N Y .
Samuel J. Duboff, N.Y.
Thomas B. H ogan, N.Y.
John E. Lennox, N.Y.
J. W illia m Stewart, Jr., N .C .
Elmer G . Beamer, O h io
Richard C . Rea, O hio
Miles A . Hall, Jr., Okla.
Sol J. M eyer, O re.
Norman E. Swanson, O re.
H. Edward Brunk, Pa.
Samuel H orovitz, Pa.
John L. M oneta, Pa.
Lawrence M . Walsh, Pa.
Irving Yaverbaum, Pa.
Luis E. C in tro n , P.R.
C urtis H . Cadenhead, Texas
Ralph Reed Olsen, Utah

Samuel A . Derieux, Va.
John W . Ullrich, W is.

The committee will nominate
the following for members of
Council on the floor of the an
nual meeting on September 20,
1965, to fill vacancies created by
the election of officers, the resig
nation of a Council member and
the death of a Council member:
For Council Member at Large
(Two-year term)
Roger W e llin g to n , Mass.

For Members of Council
(Two-year terms)
G ord o n F. G ardner, N.Y.
R obert T. Herkner, M ich.
(O ne-year terms)
W a lte r M. Baird, C a lif.
A lb e r t J. Bows, Jr., G a.
Sidney A . C ham pagne, La.

Each of the nominees has ex
pressed his willingness to serve if
elected. The list of nominations
has the approval of all members
of the committee on nominations.
Respectfully submitted,
Clifford V. Heimbucher,
Chairman
Kenneth B. Wackman
Gordon S. Battelle
Ben W . Brannon
Curtis H. Cadenhead
Firman H. Hass
William J. von Minden
July 1, 1965
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Beware com puter complacency

The March 1965 CPA with its
red-printed first page computer
story shocked me, but not for the
reason you suspect. I had errone
ously assumed that our profession
had awakened from the Rip Van
Winkle sleep of ignorance on com
puters. The March CPA says I
am wrong.
When I came to the Federal
Government ten years ago, I
was immediately introduced, via
courses, to the then far advanced
technique of punched card ac
counting systems. I was intro
duced to the IBM 650 card, 650
tape, and 705 computers as they
developed. Although I am not a
programer, I, like many hundreds
of employees of our Federal
group, received programer train
ing to understand the capability
of the computers. We have now
progressed to the IBM 7080 and
RCA 301 stages. I have received
no additional training, but I have
kept abreast.
Quite a different approach and
picture than that of our profes
sion as a whole, isn’t it? Yet what
has happened to the accounting
field of our Federal arm? The ac
countant is an abused, despised
individual whose opinions are not
considered important and who has
little or nothing to say about the
computer program which pro
duces his accounting products.

John I. Dennison
Jack Dennison served the pro
fession for four years, his last two
as manager of administration and
promotion for the Professional De
velopment Division. Many mem
bers got to know him as he trav
eled all over the country working
to make the PD program flourish.
With deep sorrow the Institute
reports his death, after a long ill
ness, on May 16, 1965.
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His true role is considered to be
appropriation ( cashier) bookkeep
ing. What happened? Let me tell
you.
The accountants of our Federal
arm, like the CPAs, took the “big
bookkeeping machine” attitude
and downgraded the role of the
computer. Result? A new genera
tion of pseudo-accountants known
as programers who saw the oppor
tunities and reaped the benefits.
Who makes the ultimate decisions
now? Management? Accountants?
Programers? The programers! The
accountant and the manager must
justify their requirements for cer
tain programs and checks to non
professional personnel who can’t
comprehend why, for instance,
output must be proved equal to
input. “Why prove it?” they ask.
“The computer never makes a mis
take!” To comprehend the extent
of the damage, consider the quali
fication standards. For a minimal
grade professional accountant—a
college education. For a minimal
grade programer—a high school
education will suffice.
Has this situation jolted the
Federal accountants into a “crash
program”? Absolutely not! Most
cuss the computers, the program
ers, their misfortune, their inabil
ity to get action. . . . Few, just a
few, have taken aggressive action
and are competent and worth
their cost to the taxpayer. Most
have remained complacent in
their Rip Van Winkle snooze.
Beware, CPAs! You, too, can be
come obsolete. Read the ads for
computer-center-prepared tax re
turns, statements, bookkeeping
services, etc. Awake, Rip! Speed
up a “crash program” for the
“crash program”! Do the next
quarter this month! Do the next
six months this quarter! Do the
next year in six months! Do the
long term in one year! “The im
pact is tremendous”—now! The
answer is not in restrictive agree
ments and laws. The answer is
“grow computer” to the point
where CPAs need to buy that
“idle time” on the equipment.

Be too valuable to be ignored!
I am intentionally highly criti
cal of our own. I have tired of
that fish-eyed blank stare when I
mention computers. I am not
apart from the profession. I am
not superior to it. I just wish
to awaken the sleeping group.
If a considerable portion remain
asleep, the rest of us will perish
with them.
[N

ame

W
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An approach to specialisation

The January issue of The CPA
(p.5) identified a problem which
has particularly concerned me:
Except in major metropolitan
areas, how can CPA firms provide
the staff specialists necessary to
meet all client needs in manage
ment services? Our management
services areas are so broad that it
would take a very large volume of
business to justify permanent
staffing for each required skill.
The logical answer seems to be to
set up a limited practice with con
sulting talent available for per
diem assignments.
Satisfied that there were un
limited possibilities in manage
ment, I resigned as a partner
from a CPA firm last year to pio
neer this approach in San Diego.
I established a one-man office
with secretary and limited my
services to management.
Of course, ethics of our profes
sion would not permit an identi
fication of limited practice on any
announcements. I have referred
to other CPAs the many persons
who have come to me for audits,
tax work, etc., while I concen
trated on work in the area of man
agement services.
Where assignments have re
quired specific skill, I have asso
ciated on a per case basis with
qualified specialists in various
practices. In the short time I have
been in this limited practice, many
specialists have assisted me with
unusual assignments and in every
case the work was completed to

the client’s entire satisfaction. Im
portantly, in every case there has
been an improvement in relation
ship between client and CPA,
client and attorney, client and
banker, client and life under
writer, etc.
G e o r g e K. P a l m e r

San Diego, Calif.
The CPA and civil rights
It was with a great deal of alarm
that I read the letter . . . in the
January issue of The CPA ( “Civil
rights stand urged,” p.15). Why
the alarm? For the four years
that I have been a member of this
organization, I have labored under
the impression that it was an or
ganization of professional people
dealing in a professional service,
that of financial matters. We are
not trained in matters pertaining
to the so-called “social revolution”
of our day and should not as an
organization endeavor in any
manner to further or impede this
cause.
Let us have a publication deal
ing with issues involving our
chosen field, and discontinue pub
lishing any matter outside this
general area. We have a sufficient
number of problems facing us in
the years ahead. . . .
C h a r l e s W. H u l l e t t

Birmingham, Ala.

Tax Statement No. 2, clarifying CPA’s
position as a “ reviewer,” out for vote
What is the responsibility of a
CPA when he reviews, but does
not prepare, a Federal tax return?
A ballot draft of Statement No.
2 on Responsibilities in Tax Prac
tice, which has been sent to mem
bers of the AICPA committee on
Federal taxation for a vote, says:
“If the CPA is not the preparer
of a Federal tax return, he is not
required to sign the preparer’s
declaration. However, in his dis
cretion, the CPA may sign the
declaration on a return prepared
by the taxpayer or another if he
reviews the return and, in the
course of the review, acquires
knowledge with respect to the re
turn substantially equivalent to
that which he would have ac
quired had he prepared the re
turn. Unless such a review is
made, the CPA should not sign
the preparer’s declaration.”
The reason given is that the
Revenue Code, the income tax
regulations, and the tax returns
make no reference to the signing
by a reviewer of the preparer’s
declaration. “Thus, it appears that
the CPA who signs the preparer’s

New subcommittee to study effects of EDP on auditing
What are the effects of EDP
on auditing? How can members
be informed quickly on current
ED P related problems, and the
solutions being applied to them
by practicing auditors?
These and similar questions are
part of a project which will be
undertaken by a new six-man sub
committee of the committee on
auditing procedure. The subcom
mittee was appointed at the audit
ing group’s meeting in Boston on
June 7-9.
Throughout the sessions, com
mittee members stressed the im
portance of keeping all members
informed on the latest develop-

ments. For example, the group
decided to study the use of sta
tistical sampling techniques in
clients’ inventory control pro
grams.
The committee also decided to
begin work on a proposed state
ment which would clarify and ex
pand upon the relationship of the
independent auditor to unaudited
financial statements. This study
will answer such questions as:
When is an auditor considered to
be “associated with” unaudited
statements? Does the auditor
have any responsibility for “plain
paper” or mechanically repro
duced statements?

declaration assumes the same re
sponsibility whether he is a pre
parer or a reviewer. Accordingly,
unless the CPA-reviewer intends
to assume the same responsibility
as a preparer for the entire re
turn, he should not sign the pre
parer’s declaration.”
E d . N o t e : Since the results of the
vote of the ballot draft will not
be known until after this issue of
The CPA goes to press, the word
ing used here should not be con
sidered as final.

For a Simpler Tax Law
Some eighty-nine recommen
dations for improving the Fed
eral tax laws, prepared by the
AICPA committee on Federal
taxation, have been delivered
to Congress. They cover such
areas as taxation of unearned
income, deduction for esti
mated
expenses,
retirement
plans for self-employed indi
viduals, and Subchapter S cor
porations. Excerpts from the
recommendations, which were
presented to Representative
Wilbur D. Mills (D., Ark.), chair
man of the House Ways and
Means Committee, on June 14,
appear in the July "Journal of
Accountancy," page 13.
Copies of the booklet have
already been sent to members
of Congress and to subscribers
of the Institute's tax service.
Members who wish to receive
such documents may subscribe
to the "Tax Committee Com
ments and Recommendations"
service for $7.
Members who wish to receive
a copy of the booklet, "Rec
ommendations for Amendments
to the Internal Revenue Code,"
may do so by writing to the In
stitute.
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AICPA suggests modified wording for
“ right-to-practice” bill before Congress
Sec. 1. ( a ) : Any person who
is (i) a member in good standing
of the bar of the highest court of
any state, possession, territory,
commonwealth, or the District of
Columbia, in which he resides or
maintains an office, shall be ad
mitted to practice to represent
others before any agency; or (ii)
duly qualified to practice as a cer
tified public accountant in any
state, possession, territory, com
monwealth, or the District of Co
lumbia shall be admitted to prac
tice to represent others before the
Internal Revenue Service of the
Treasury Department.
( b ) : Any person who possesses
the qualifications described in
Section 1(a) of this act may en
gage in practice before any
agency described therein upon the
filing of a statement certifying
that he is so qualified. Thereafter,
until such statement is withdrawn
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or modified, such person’s appear
ance before such agency or his
signature in any particular matter
before it shall constitute a repre
sentation to that agency that as of
that time he is currently qualified
under Section 1(a) of this act
and is authorized to represent the
particular party in the particular
matter in whose behalf he acts
before that agency. An agency
may provide for the filing of a
written notice of appearance in
any matter which may incorpo
rate a statement of qualification
under Section 1(a) of this act.
Any misrepresentation under this
act shall subject the person to the
provisions of Section 1001 of Title
18 of the United States Code.
( c ) : Nothing herein shall be
construed ( i ) either to grant or to
deny to any person who is not a
lawyer, or who is a lawyer or a
certified public accountant but

not qualified under Section 1( a)
of this act, the right to appear
for or represent others before any
agency or in any agency proceed
ing; (ii) to authorize or limit the
discipline, including disbarment,
of persons who appear in a repre
sentative capacity before any
agency; (iii) to authorize any
person who is a former officer or
employee of an agency to repre
sent others before an agency
where such representation is pro
hibited by statute or regulation of
an agency; or (iv) to prevent an
agency from requiring the filing
of a power of attorney as a con
dition to the settlement of any
matter involving the determina
tion of a tax liability or the pay
ment of money.
We Apologize:
To Carman G. Blough, whose
name was inadvertently omit
ted from the list of members
of the Special Committee on
Opinions of the APB in the
June "CPA" (page 1).
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Computer project team
checks on CPAs
in EDP ...

... consults with
other users and
designs course fo r
accountants

The first full census ever taken on computer use by CPAs has been completed.
Every firm represented in the membership was canvassed; 3,529 firms responded
to a comprehensive questionnaire asking for information on use of EDP pro
grams, ownership of computers, and applications work for clients. The
project team of AICPA and System Development Corp. personnel is now
analyzing the responses, which came from a good sample of firms in terms of such
factors as firm size and location.

Members of the project team have been interviewing different groups in the
computer field—banks, service centers, equipment manufacturers; see page
4 for some of their findings regarding banks. In a related operation they have
been developing an educational program on computer usage for CPAs. As men
tioned in the Ed. Note on page 12 of the July-August CPA, their first product will
be a course complementing “An Introduction to ADP,” the present PD program.
The team has found much specific training material available on various machin
ery, but almost nothing giving the specific concepts and type of approach CPAs
want in dealing with a variety of clients and computers. The course should meet
this need and form the foundation for a whole curriculum in EDP.

M embers will benefit
from p ricing policy
on new publications

All Institute members can now get new AICPA publications at a discount. The
discount runs about 20 per cent off the regular price and applies to every new
Institute publication beginning with the first of the management services
series, “Cost Analysis for Product Line Decisions.” (See insert in the JulyAugust CPA.)
By early next year the executive committee hopes that any “bugs” in the policy
will have been worked out. By then it will have the cost experience to
decide if the discount for members should be applied across-the-board to all
present books and pamphlets published by the Institute.

News in
education

Starting with the November 1966 CPA exam, candidates will be responsible
only for the Uniform Commercial Code and not for pre-existing law covering
the same areas. . . . Functions of the Institute's Testing Project Office have been
taken over by Psychological Corporation of New York City. . . . The first salaried
executive secretary of the Association of CPA Examiners has been named — see
story on page 14.
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Accounting for Public Enterprise
little attention has

R been paid by the accounting
e l a t iv e l y

profession and by corporate man
agement to the need for improve
ment of accounting principles and
financial reporting of public enter
prises, but I believe that all mem
bers of the accounting profession,
and all corporate officials—includ
ing those who are only quite in
directly affected — should take a
greater interest.
Not only will it help improve
the operating performance of the
public enterprises and make them
more responsive to the needs of
the public, but it will be more
helpful in preventing the further
encroachment of government into
the activities that should be car
ried on by the private sector.
Deciding whether a specific ac
tivity should be undertaken by a
public enterprise rather than by
an investor-owned enterprise re
quires careful evaluation. A first
principle in this evaluation, and
in the subsequent control of the
activity, is to know all of the
costs which are properly assign
able to the activity. Accounting
furnishes the means of dealing
with these cost factors in an or
derly and rational manner.
There are, of course, account
ing differences between public
and investor-owned enterprises
which require adjustment in order
to make valid comparisons. One
of the most striking differences is
that public enterprises and many
quasi-public enterprises are not
subject to Federal income taxes.
In most cases, such enterprises
are also not subject to real estate
and other taxes, although some
public enterprises include amounts
in lieu of certain taxes in their
operating statement.
Not only does this tax differ
ence directly affect the income
T H E SEPTEMBER CPA/PAG E 2

statement, but it also may have
a significant effect on the interest
factor.
There is a further complication.
In some multiple government en
terprises, even the determination
of capital employed in a given
segment is not always an easy
task. Take TVA. How much of
the cost of the dams and related
facilities is properly allocable to
the cost of generating hydroelec
tric power? Is this allocation to be
done on an incremental basis, or
a full partnership basis of the
various objectives involved — nav
igation, flood control, irrigation,
and power? The method applied
of allocating capital costs may
have a significant effect, not only
on interest but also on mainte
nance and other costs.
In government enterprises, ac
counting for capital costs ranges
all the way from cash basis to full
capitalization of fixed assets, the
practice followed by investorowned enterprises. In some in
stances where government enter
prises capitalize fixed assets, there
may be only the appearance of a
similarity with the best commer
cial practices.
In business, obsolescence is an
ever-present factor in estimating
the useful life of an asset. It is an
integral part of the philosophy of
planning and of managing an en
terprise. In government enter
prises, however, it has been my
impression that the philosophy of
those in management positions is
more likely to be geared to think
ing in terms of the actual physical
life of an asset. While this ap
proach may produce lower annual
charges for depreciation over a
period of years, it will contribute
to slowing the introduction of
technological improvements into
an enterprise.

Research and development costs
provide another interesting con
trast in operating costs between
government and investor-owned
enterprises. Public enterprises, for
example, are usually not as alert
to the long-term survival value of
research and development as in
vestor-owned enterprises are.
In addition to taxes, interest
and depreciation which are not
accounted for in public enter
prises on a basis comparable with
investor-owned enterprises, there
are other cost factors to be con
sidered. Services and facilities, for
example, may be provided by one
government agency to a public
enterprise without charge. Insur
ance costs, too, may not be com
parable.
I think all can agree that
identifying and assigning dollar
amounts to all of the costs in
volved in public enterprises, and
reporting on them in a consistent
and meaningful manner, are es
sential for the proper evaluation
of these activities.
Perhaps the most significant ac
counting problem of all arises
from the relative difference and
effectiveness of the profit motive
in the two kinds of enterprises.
The profit motive — when longrange as well as short-range pros
pects are considered —is a re
markable force in organizing both
the human and material resources
of an enterprise in an efficient and
socially useful manner. It provides
the reference point for judging the
desirability of one course of ac
tion as compared with another.
It is time for the accounting
profession and corporate manage
ment, as a body, to tackle the
problem of improving accounting
principles and financial reporting
of public enterprises.
True comparability of financial
statements of public and private
enterprises, with appropriate dis
closure of the significant factors
involved, could well have an im
portant bearing on the direction
in which our whole economy
might move —toward greater so
cialism, or less.

Accounting breaks language barrier
for visiting Japanese businessmen
When fifteen of Japan’s top
auditors visit the American Insti
tute, this is what they want to
know.
“Step-by-step, how is an Opin
ion of the Accounting Principles
Board arrived at?”
“What are the binding effects
of the Opinion?”
“How much technical knowl
edge does a CPA have to possess
to make use of the computer?”
“How do most companies in the
United States decide upon the
amount of reserves for income tax
purposes?”
For an entire day, the visiting
representatives of Japan’s financial
community plied staff members of
the Institute with questions such
as these. The group, which was
headed by the executive director
of the Japan Institute of Certified
Public Accountants, included nine
CPAs; the deputy director, cor
porate finance division, bureau of
securities of the Japanese Ministry

of Finance; the director, account
ing department, of the Kinki Nip
pon Railway Co., Ltd.; and a CPA
candidate. They are finishing a
one-month tour of the United
States under the sponsorship of
the Japan Productivity Center.
Carrying the official designa
tion, External Auditing Study
Team from Japan, the group was
briefed during the day by the
AICPA staff on such subjects as
the self-regulatory and statutory
regulations of CPAs and their
competence and ethics; the train
ing, development, and certification
of CPAs; legal requirements for
audits; relations of the profession
with the Securities and Exchange
Commission; and management
and tax services rendered by
CPAs.
The Japan Institute of CPAs
was organized in 1949. As of
December 1963, it had approxi
mately 1,700 members and 700 as
sociate members.

New statistical sampling workshop program to feature
“ how-to-do-it” techniques, auditing applications
Statistical sampling can cut the
time on an audit without reducing
its reliability. It can, that is, if
CPAs understand and use it.
To take the occult out of sta
tistical sampling and make it a
familiar part of the auditor’s op
erations, the Institute has devised
a traveling demonstration of this
technique. Starting in October,
the committee on statistical sam
pling will take a workshop pro
gram on the road for the first time.
I t will work something like this:

the committee which have used
statistical sampling as an audit
tool, explain what the committee
has accomplished to date and
what its plans are for the future,
and then possibly discuss some
auditing applications.

New Laws Affecting CPAs
State legislative activity is
about over for the year. Here's
an index for accountants of what
happened and where:
Upgrading educational require
ments fo r a C P A ce rtific a te , and
eventually requiring a candidate
to have a baccalaureate degree
w ith a m ajor in accounting:
G e o rg ia , South C arolina, Ten
nessee.

Enlarging disciplinary powers of
the state board of accountancy,
fo r example, to suspend a C PA 's
c e rtific a te : A labam a, New J e r
sey, Oklahoma.

Revising experience requirements
fo r the C P A c e rtific a te : O regon,
New York.

Requiring candidates to pass an
ethics examination in a d d itio n to
the C P A exam ination: C a lifo rnia,
Texas.

Providing for independent audits
of certain local government units:
C olorado, G e o rg ia , Iowa.

Amending the reciprocity
quirements: Florida.

re

Defining who may perform an
audit of a state unit: Nebraska.
The News Feature in the Sep
tember "Journal" gives a fuller
account of these new laws.

►
The participants would then
reconvene as a group to hear dis
cussions, for example, of a more
sophisticated case study describ
►
The participants in the pro ing an actual situation and a sum
marization of the highlights of the
gram would then break up into
workshop.
small groups and, under the
leadership of a committee mem
The program will be presented
ber, would discuss one or two
case studies, or other illustrative
in co-operation with interested
examples where statistical sam
state societies. As of press time,
the Texas and Oklahoma societies
►
A member ( or members) of pling techniques are used. The
emphasis, during these seminar
have scheduled the half-day work
the committee perhaps would first
periods, would be on “how-to-do”
shop for presentation, and several
discuss basic statistical sampling
techniques which the participants
others have expressed strong in
theory and concepts, relate the ex
could later put to practical use.
terest in the program.
periences of firms represented on
T H E SEPTEMBER C PA/PAG E 3

A CPA’s public relations guide:
Ten ideas for a professional practice
Members of all the professions
have special problems with public
relations.
The American Bar Association
prepared ten suggestions for the
guidance of practicing lawyers,
and they were published in the
October 1964 issue of the Amer

ican Bar Association Coordinator
and Public Relations Bulletin. The
Institute’s public relations staff
thinks this suitably modified ver
sion can also help CPAs.

1. Adopt a positive attitude.
Be prepared and willing to speak
up for your profession in conver
sations with clients and friends.
Don’t be defensive; familiarize
yourself with the current good
works of the profession — and
don’t hesitate to point them out.
2. Guard your words. Don’t
downgrade other CPAs. Dispar
aging remarks by a CPA about
the competence or ethics of other
practitioners will make a deep im
pression on non-CPAs, cumula
tively harmful to the profession.
3. Understand and adhere to
the Code of Professional Ethics.

If you are in doubt about a sig
nificant ethics question arising in
your practice, consult the commit
tee on professional ethics for
guidance. As opportunity affords,
explain basic accounting ethics to
clients and friends.
4. Help the committee on pro
fessional ethics. If you become
aware of unethical conduct on the
part of another CPA, you should
notify the ethics committee and
co-operate with the committee in
its investigation. Upholding the
standards of the profession is
every CPA’s responsibility.
5. Be active in the profession.
If you become active in the work
of the American Institute and
your state society, you’ll gain a
new perspective and a better ap
preciation of its value to the pro
fession and to you. Be available
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as a speaker on accounting-related
subjects before lay organizations.
Take advantage of professional
development and accounting edu
cation courses. It pays.
6. Watch your deskside man
ners. Your client relations methods
are of primary importance. The
CPA’s “evidence of interest” in his
client’s problems is highly impor
tant and makes results easier to
achieve. Avoid being “bored,” “in
different,” or having a “superior
attitude.”
7. Discuss fees at the outset.
Fear of costs keeps many people
from seeking accounting advice
when they need it. Invite clients
to discuss fees at the outset, and
thus dispel possible misunder
standings about what accounting
services will cost.
8. Keep clients informed. Fail
ure to keep the client informed
of the status of his engagement is

a major reason for client com
plaints. Regular status reports will
avoid many complaints and con
serve time in answering client
inquiries.
9. Reason with the complain
ing client. You can’t satisfy every
body, but, generally speaking, try
not to let a client go away dis
satisfied. Many grievances arise
out of misunderstandings—mostly
avoidable — about fees, billings,
lack of awareness of what a par
ticular accounting service in
volves. Take time to explain. Re
member: An aggrieved client —
right or wrong — is apt to be a
talkative one, and he can damage
your reputation and that of the
profession.
10. Be public relations con
scious. In the long run, you are
your own best “public relations
man,” or can be. Remember, in
the eyes of your clients and close
acquaintances you are the ac
counting profession, and as an in
dividual you can do a great deal
to see to it that among them the
profession’s reputation is good.

AICPA computer program discovers facts
on automated services offered by banks
What are the banks doing in
the computer field?
The AICPA-SDC computer proj
ect turned up some interesting an
swers in the form of responses
by banks to this kind of question
when they were surveyed by ma
jor associations in banking.
Members of the American Bank
ers Association who offer com
puter services—almost a quarter of
the ABA banks do—listed account
reconciliation and payroll ac
counting as by far their most
popular service. About 24 per cent
of these banks provide accounts
receivable processing; about 14
per cent perform sales analyses. A
scattered number of banks offer
the following automated services:
inventory, mortgage loan account
ing, production accounting, com
puter time rental.

Related associations represent
ing mutual savings banks and the
S & L’s elicited considerably
different patterns when asking
their computerized members to
give the major reasons why they
automated.
Reasons:

Mutuals S&Ls

Improving internal
systems
Improving man
agement reports
Freezing and re
ducing operating
costs
Tightening audit
and control
Increasing flexi
bility in handling
new business
Meeting competition

84%

70%

34%

66%

80%

57%

27%

54%

60%
31%

50%
18%

PD program presents new course
for training in-charge accountants
“Is the auditor’s responsibility
as to the classification of items in
the income statement different
from his responsibility as to clas
sification in the balance sheet?”
The question was asked at 9:30
a . m . of the twenty-eight partici
pants at the American Institute
Professional Development Divi
sion’s initial presentation of its
Training Program for In-charge
Accountants. It was still being
debated at midnight, long after
the scheduled classes were fin
ished for the day.
The accountants who attended
the course at Princeton, New Jer
sey, during the week of July 11,
proved to be a group not eas
ily satisfied with pat answers.
Throughout the five days, they
spent most of their free time dis
cussing the problems that had
been raised during the day’s lec
tures and workshops.
Basically, the in-charge pro
gram is designed for staff mem
bers who are currently perform
ing the duties of a senior, or for
those staff members who are
about to assume such duties. The
program, which consists of lec
tures and case study problems,
considers both the technical and
professional aspects of an engage
ment in terms of an in-charge ac
countant’s responsibilities and
functions.
Not all of the twenty-eight par
ticipants were members of the
American Institute, and not all of
them were CPAs. But most of
the participants, when asked what
they thought about the program,
were generally enthusiastic.
“I ’m getting more out of it than
I expected,” said one participant.
“Just meeting other practitioners
who have problems similar to
mine, and being able to discuss
these problems with them, is a
great thing.”
“I couldn’t be this outspoken

with my senior,” said another,
who gave the impression of being
otherwise somewhat reticent.
“I ’ll tell you what I’m getting
out of it,” remarked a twentynine-year-old accountant who had
just finished seven years of night
school and who plans to sit for
the CPA examination this Novem
ber: “Respect for the firm I work
for. They’ve sent me to several
courses. They want me to grow,
and to help the firm grow.”
There were a few suggestions
for improvement. Some people
thought parts of the program
were too basic. One or two, just
out of school, found that some of
the concepts which were dis

cussed were a bit above their
heads.
It was not expected, however,
that the first presentation would
be all smooth sailing.
When the week was over, none
of the participants could actually
single out the “most important
thing” he had learned. One ac
countant summed up the experi
ence for the entire group: “We’ve
been going at a pretty fast pace
for five days. It’s going to take a
while to sort out all this new
information. However, when the
time comes, we’ll be able to apply
in practice what we’ve learned
here in the classroom.”
After minor revisions are com
pleted, the program will be pre
sented a number of times in fall
1965 and spring 1966. Presenta
tions are already scheduled in
California, Texas, and Pennsyl
vania in December.

Schedule fo r Professional Development
Clinics, Conferences, and Workshops
An Introduction to ADP
Cleveland, Ohio, Oct. 7-8
Las Vegas, Nev., Oct. 21-22
Portland, Ore., Oct. 25-26
Philadelphia, Nov. 4-5
New York City, Nov. 18-19
Baltimore, Md., Dec. 9-10

Developing a Management
Services Practice
Hartford, Conn., Oct. 7-8
New Orleans, La., Oct. 28-29
Charlotte, N.C., Nov. 8-9
Chicago, Jan. 6-7, 1966

How to Increase
Staff Efficiency
Chicago, Oct. 7-8
Providence, R.I., Nov. 8-9
Scottsdale, Ariz., Nov. 18-19
Los Angeles, Nov. 22-23
Washington, D.C., Nov.
29-30

1965 Tax Lecture Series
Boston, Mass., Oct. 18-19
Chicago, Nov. 4-5
Newark, N.J., Nov. 18-19

Improving the
Administration of
Your Practice
Pittsburgh, Pa., Sept. 23-24
Norman, Okla., Oct. 28-29
Dayton, Ohio, Nov. 4-5
Richmond, Va., Nov. 22-23

Procedural Problems in
Tax Practice
Hollywood, Fla., Nov. 18-19
Denver, Colo., Dec. 2-3
Atlanta, Ga., Dec. 9-10
Chicago, Dec. 9-10
Newark, N.J., Dec. 9-10
Detroit, Jan. 24-25, 1966

Management Services
Lecture Series— Cost
Analysis: Techniques for
Effective Decision Making
Atlanta, Ga., Oct. 7-8
New York City, Oct. 21-22
Denver, Colo., Nov. 18-19
Cleveland, Ohio, Dec. 2-3
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Sub-boards suspend two, acquit another;
Trial Board affirms a decision to expel
M arch 19. A sub-board of the
Institute’s Trial Board considered
charges of the committee on pro
fessional ethics that two members,
on behalf of the firm with which
they are associated, made an un
invited call on the president of a
financial institution and there so
licited the account for the pur
pose of making a complete audit.
The ethics committee charged
that Rule 3.02 of the Code of Pro
fessional Ethics had been violated,
and that the members had com
mitted an act discreditable to the
profession in violation of Article
V, Section 4 ( b ) , of the Institute’s
By-Laws.
One respondent, a partner of
his firm, was found guilty of the
ethics committee’s charges and
the sub-board decided that his
Institute membership should be
suspended for three months. The
decision became effective on
April 19, 1965.
The second respondent, an em
ployee of the firm, was found not
guilty of the charges brought
against him by the ethics com
mittee.
April 2 3 . A sub-board of the
Institute’s Trial Board considered
charges of the ethics committee
that a member had issued, or
caused to be issued, an opinion
on financial statements published
in an intrastate offering circular
without revealing that the finan
cial statements failed to disclose
material facts known to him, dis
closure of which was necessary to
make the financial statements not
misleading. This would violate
Rule 2.02 of the Institute’s Code
of Professional Ethics.
The sub-board found that the
member had violated Rule 2.02
and decided that his membership
in the Institute should be sus
pended until September 23, 1966,
the date on which his suspension
T H E SEPTEMBER CPA/PAG E 8

from membership in his state so
ciety for similar cause will be
terminated.
May 1. On May 1 the Insti
tute’s Trial Board met in Colorado
Springs to conduct a hearing on
review of a decision of a sub
board of the Trial Board under
Article VI, Sections 3 ( c ) and
3 ( d) of the By-Laws. The Trial
Board decided to modify the sub
board’s findings, but to affirm the
decision that the member should
be expelled.
The sub-board had found, on
August 28, 1964, that a member
had been convicted of a crime in
volving moral turpitude in having
been convicted on a plea of not
guilty, and a finding of guilty by
the court, of wilfully and know
ingly having failed to file Federal
income tax returns, and that the
member had committed an act
discreditable to the profession in
having been so convicted. The

sub-board decided that the mem
ber should be expelled and that
there should be no mention of
name in the statement of the case
to be published in The CPA.
The member requested a re
view of the sub-board’s decision,
alleging that there was no moral
turpitude involved in the convic
tion for failure to file Federal in
come tax returns and that the de
cision of expulsion from Institute
membership was disproportionate
to the offense. An ad hoc commit
tee of the Trial Board, appointed
to consider the request, decided,
on November 25, 1964, that the
request for review by the full Trial
Board should be granted.
At the hearing on review on
May 1, the member was present
and represented by counsel. The
Trial Board decided that the
member had committed an act
discreditable to the profession
and that the decision of expulsion
from membership in the Institute
should be affirmed, and that the
member’s name should not be
mentioned in the statement of the
case to be published in The CPA.
The Trial Board’s decision be
came effective on May 1.

IRS meets with AICPA in experimental program
to discuss suggested subjects for revenue rulings
The experimental rulings pro
gram of the Internal Revenue
Service — designed to help IRS
search for issues where a state
ment of position is needed—is mak
ing progress ( The CPA, April65,
p.8).
The first meeting between rep
resentatives of the Service and
members of the executive group
of the AICPA committee on Fed
eral taxation took place in Wash
ington, D.C., on June 30.
On the agenda: Suggested sub
jects for revenue rulings or other
pronouncements by the IRS. The
list included such topics as:
►
Conditions imposed in grant
ing permission for changes in ac
counting periods

► Accounting treatment of bad
debt reserves of savings and loan
associations
► Effect of stock redemption
on earnings and profits
Among other things, it was de
cided at the meeting that the tax
committee should prepare a ten
tative draft of a revenue proce
dure setting forth guidelines un
der which permission for changes
in accounting periods would be
granted. It was also agreed that
the tax committee should prepare
a draft of a revenue ruling cover
ing the subjects of “accounting
treatment of bad debt reserves of
savings and loan associations.”
The drafts must be approved by
the IRS before final adoption.

Ethics committee issues Opinion No. 17: “ Specialization”
Inquiries have been received as
to ethical problems arising when
CPA firms enter the fields of data
processing, operations research, and
other management services. This
broadening of services is consistent
with the objective adopted by the
Institute’s Council in April 1961,
. . to encourage all CPAs to per
form the entire range of manage
ment services consistent with their
professional competence, ethical
standards and responsibility.”
In expanding services into more
specialized fields, CPA firms fre
quently find it necessary to employ
or associate with technical experts
who may not be certified public ac
countants. This creates the problem
of providing these specialists with
adequate recognition and responsi
bility within the framework of the
profession’s ethical standards.
Two methods of solving this prob
lem have evolved:
(1) Elevating non-CPA specialists
to the rank of “principals,” and al
lowing them to participate in the
profits of the firm. (2) Establishing
a separate partnership which does
not hold itself out as practicing
public accounting and therefore may
have non-CPA partners.
The committee has studied each
of these methods to determine
whether there is any infringement
of the Code of Professional Ethics,
and to establish the ethical standards
under which these methods may be
employed.
An investigation of the designa
tion “principals” for non-CPA spe
cialists and of the relationship of
these individuals to the firm re
vealed the following:
(1) “Principals” are high
ranking employees who receive
a base salary and who share
in the profits of the firm.
(2) “Principals” do not make
capital contributions to the
firm, do not share in the losses
of the firm and have no vote in,
or responsibility for, partner
ship decisions.
The indicated characteristics do
not appear to create a partnership
relationship. In fact, the attorney
general of at least one state has held

that such noncertified individuals,
designated by a firm as “principals,”
are not members of the partnership
and that their association with the
firm as “principals” was not a vio
lation of the accountancy statute of
that state.
Since these “principals” are neither
CPAs nor partners, the question
arises whether the relationship is in
violation of Rule 3.04 (fee sharing)
or Rule 4.03 (employee’s perform
ing services which the member him
self is not permitted to perform).
Rule 3.04 prohibits fee sharing
with “any individual or firm not
regularly engaged or employed in
the practice of public accounting as
a principal occupation.” These “prin
cipals” are, in the committee’s opin
ion, employed in the practice of
public accounting. Consequently,
Rule 3.04 does not apply. As for
Rule 4.03, the services performed
by these specialists (e.g., data proc
essing, operations research, etc.) are
not services regulated by law. There
fore, in the opinion of the committee,
it cannot be said that employees
are performing services which the
member himself is not permitted to
perform under the law.
The committee considered whether
or not, in the absence of statutory
restrictions, it would be a violation
of the Institute’s Code of Professional
Ethics to make these non-CPA spe
cialists partners of the firm.
The ethics committee, in Opinion
No. 6, has held that Rule 3.04 does
not at present prohibit a member
from practicing public accounting in
partnership with a person who is not
a certified public accountant. There
fore, in the opinion of the commit
tee, nothing in the Institute’s present
Code would prohibit members from
admitting these non-CPA specialists
into the partnership, although in
many cases state laws would pre
clude the partnership from practic
ing under professional accounting
titles and from expressing opinions
on financial statements.
The second method of obtaining
the necessary specialists for CPA
firms to expand into the manage
ment services field is the formation
of a separate partnership which does
not hold itself out as practicing pub

lic accounting and which is there
fore not regulated under the state’s
accountancy statute.
As pointed out previously, the
ethics committee has ruled that the
Code does not presently prohibit a
member from practicing public ac
counting in partnership with a per
son who is not a certified public ac
countant. Therefore, the committee
finds in the present Code no pro
hibition against the formation of a
separate partnership with non-CPA
specialists.
However, Rule 4.05 of the Code
of Professional Ethics provides that
a member engaged in an occupation
in which he renders services of a
type performed by public account
ants must observe the By-Laws and
Code of Professional Ethics in the
conduct of that occupation. In ad
dition, the ethics committee has
ruled that data processing, opera
tions research and other manage
ment services are “services of a type
performed by public accountants.”
Therefore, the committee is of the
opinion that nothing in the Insti
tute’s Code of Professional Ethics
presently prohibits a member from
forming, or becoming a member of,
a separate partnership with non-CPA
specialists for the rendering of var
ious management services as long as
such partnership observes the ByLaws and Code of Professional Eth
ics. Such a separate partnership
would not be permitted to advertise,
solicit clients, accept commissions,
or do anything else prohibited by
the Code. Nor would it be per
mitted to hold itself out on letter
heads, cards, signs, etc., in direc
tory listings or through its partner
ship name as specializing in a par
ticular service.
It should be emphasized that the
committee’s opinion is based upon
the Code of Professional Ethics as it
is now constituted. The provisions
of the Code relating to this area are
now under study for the purpose of
determining the necessity of any
revisions. If the provisions in ques
tion are revised, it may be necessary
to modify or withdraw this opinion.
The conclusions reached by the
committee are in accord with Opin
ion No. 7.
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JOHN L. CAREY

CPAs and the Federal Government
T

United States Government is the biggest business in the world.
It spends some $100 billion a year. Obviously sound financial con
trols can save the taxpayers substantial amounts of money—and thus
strengthen the free-enterprise economic system. The General Account
ing Office, the Budget Bureau, and the Treasury Department, with
the aid of dedicated Federal accountants—many of them CPAs—in
various agencies, have vastly improved financial management prac
tices in the past 20 years. But in operations of this magnitude there
will always be room for further improvement.
In 1961 the Council of the Institute approved a resolution which
recognized that the CPA profession had a responsibility to assist,
where appropriate, in the strengthening and application of controls of
Federal funds—somewhat as the legal profession advises and assists in
the administration of justice, or the medical profession co-operates in
administration of public-health services.
Under this mandate the senior committee on relations with the Fed
eral Government, with a number of advisory committees and consul
tants, and with the aid of the Institute’s Washington division, has
devoted hundreds of man-hours, without charge, to consultation and
collaboration with specific agencies in efforts to improve accounting
aspects of these operations in one way or another.
These activities have occurred at a time when there has also been a
sharp increase in the number of professional accounting engagements
generated by the Federal Government. In 1964, twenty-six agencies
were responsible for an estimated 38,000 engagements of outside ac
countants—double the number of five years before.
Now the Office of Economic Opportunity has announced that it will
require independent audits of certain recipients of grants under the
“Anti-Poverty program,” for which nearly $2 billion has already been
authorized. (See Washington Background, JofA, Sept.65, p.27.)
This points up an interesting question which has arisen before in
relation to other Federal programs. Some CPAs, who as citizens dis
approved such programs, are reluctant to become involved in them
professionally. Quite sincerely they hesitate to assist in the effective
administration of a project which they oppose on principle. The AntiPoverty program has been widely publicized and has received mixed
reactions. Its ultimate success cannot be assured. So, as some doctors
have threatened to boycott the Medicare program which they have
fought tooth and nail, it would not be surprising if some CPAs were
disinclined to get mixed up in the Anti-Poverty program, which some
critics have described as a giant boondoggle.
But the interesting question is whether professional people have a
responsibility to render services to the public regardless of their per
sonal feelings. If doctors, lawyers, CPAs, teachers and other profes
sionals were to refuse service in all situations which they disapproved
h e
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on political, moral, philosophical
or religious grounds, would not
chaos result?
It must be assumed that the ac
tion of Congress and the Execu
tive reflects the will of the major
ity of the people. Before a given
program is adopted, individual
professional people have a per
fect right, as citizens, to oppose
it. But once adopted, it will be
carried out, and the related funds
will be spent in any event. In
their professional capacity CPAs
can help significantly to minimize
waste and inefficiency in such ex
penditures. And so they will help
to save the taxpayers’ money —an
objective which hardly anyone
will disapprove.
The Office of Economic Oppor
tunity did not have to adopt the
independent audit requirement. It
should be commended for doing
so. And it deserves the active co
operation of the accounting pro
fession in the effort to prevent
waste or abuse in the disbursing
of the massive funds involved in
this new and controversial pro
gram.

CPAs and Congress
." . decisions made by Con
gress in fiscal matters will be
greatly influenced by the scope
and validity of the information
available to the members and
the committees in making such
decisions."
Karney A. Brasfield, chairman
of the A IC PA committee on re
lations with the Federal Govern
ment, testified before the Joint
Committee on the Organization
of the Congress on August 9
that the Institute recommends,
as part of a program to help
Congress in its decision making,
an expanded and up-dated in
formation gathering system and
a "small, highly skilled profes
sional staff.
"The information system," he
said, "should produce cumula
tive data on existing programs
. . . and lend itself to the analy
sis of trends."

A local practitioner asks: Why not support
the Multer Bill on banking services?
It is with great dismay that I
read that the American Institute
of Certified Public Accountants
will not take a stand on the bill
before Congress to limit the func
tions of Federally insured banks
to banking services. For the small
practitioner, the so-called book
keeping service is a large portion
of his practice.
It appears to me that banks can
greatly influence small businesses
to use their services—or else.
During my two years of pub
lic practice and my six years as
a certified public accountant, I
have always felt that the Amer
ican Institute of Certified Public
Accountants neglects the needs
and problems of the small prac
titioner. Here is a golden oppor
tunity for them to take a stand
for the many small practitioners.
I feel that a matter of this pro
portion should be decided by a
vote of the membership, and I
hereby suggest that a referendum
on it be taken.
L a r r y S. K a m a n it z

Baltimore, Md.
It is disheartening to read that
you feel that the Institute “neg
lects the needs and problems of
the small practitioner.” As a mat
ter of fact, a high proportion of
the Institute’s efforts is directed
to the requirements of the local
firm. The list of its services de
signed for this significant element
of the membership is long: the
low-cost life insurance and retire
ment program, the publications
issued in the series on the Man
agement of an Accounting Prac
tice, the Technical Information
Service and library which stand
ready to respond to practitioners’
inquiries, the entire professional
development program, the effort
to promote greater reliance on
CPAs by government agencies, the
projects designed to enhance the

overall prestige of the profession
and to attract top-flight recruits
to its ranks. . . .
At the same time, of course, the
Institute is engaged in a host of
other activities which have at
least an indirect impact on the
welfare of every member of the
profession, i.e., its assistance to
state societies, the maintenance of
ethical and technical standards
of performance which provide
the basis of public confidence, the
preservation of the integrity of
the CPA certificate via the Uni
form CPA Examination and the
advisory grading service, the pro
motion of public confidence in
financial statements through a
concerted effort to improve the
standards of reporting, etc.
Nor is the Institute indifferent
to the self-interests of its mem
bers. It has committed a substan
tial amount of its funds and staff
time, for example, in persuading
Congress to recognize, via the
Keogh bill, the inequitable tax
treatment accorded to the selfemployed on retirement plans. It
is again at work in seeking to lib
eralize the law. Moreover, it is
deeply engaged now, as it has
been for more than a decade, in
repulsing various attempts in Con
gress to impose severe restrictions
on the practice of CPAs in the
tax field.
In deciding not to support the
Multer bill to preclude banks
from rendering bookkeeping serv
ices with their computer installa
tions, the executive committee was
fully aware of the impact of the
new technology on the practices
of many members of the Institute.
It was convinced, however, that
assisting practitioners in adapting
to the electronic era is preferable
to trying to erect legal barriers
against the irresistible progress of
the computer.
In making all of these observa

tions, I am conscious of the fact
that it is no easy task to establish
an accounting practice — and that
bookkeeping services are often an
important income source in the
initial stages of developing a prac
tice. But I would hope, in time,
that you would move far beyond
this to utilize fully the profes
sional skills which you must pos
sess to have obtained the CPA cer
tificate. Certainly, there is much
work to be done which only CPAs
are equipped to perform; but if
some of them insist upon forever
restricting their function to book
keeping, I am personally con
vinced that they will be engaged
in a losing battle with computers.
And this would be a terrible pity
because the machines, however
intricate and efficient, cannot re
place the man of professional
judgment and creative imagina
tion.
J ohn L

a w ler

Managing Director
I appreciate the time you took
to answer my questions. I will not
belabor the point of who benefits
most from the AICPA.
However, one major point that
I made in reference to banks ren
dering bookkeeping services was
neglected by you and the commit
tee. The competition of banks
cannot be compared to H. & R.
Block and processing centers.
Banks have a distinct advantage
in dealing with small businesses
that require lines of credit.
I might add that a cardinal
auditing principle would be vio
lated in that the recording of cash
transactions of the client would
be made by the same parties re
ceiving and recording such trans
actions for the bank.
It is doubtful to me that the
banks can be independent in es
tablishing credit when they are
deriving additional revenue from
these customers.
I appreciate your concern for
the development of my practice
and I, too, hope it will grow be
yond the bookkeeping service.
L a r r y S. K a m a n it z
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Members express their thoughts on
students’ attitudes toward business

social aspects of union and civil
rights, wars on poverty, etc. Do
something at the grass roots.
W i l l i a m R. D o n a ld so n

Northport, N. Y.
I am writing to let yon know
that your column, “The ‘Dirty
Business’ Attitude” pleased me.
It is a pleasure to know that at
the head of our profession there
are people who do recognize the
social trends which have emanat
ed from education. I agree with
your suggestion as to how to fight
it, Mr. Carey.
In the same vein, disparaging
statements are made of the word
“profit.” It might be apropos to
find out if “business” is not some
what delinquent in its public rela
tions. In this day of misconcep
tions it is important to win men’s
minds, but many in high positions
seem not to realize this. It might
be in order, for example, to ask
any one of our giant corporations
how much effort it has made to
reveal its problems and profit mar
gins to the public and in the class
rooms. I would not be shocked to
find out that they have done al
most nothing.
H e n r y G. V e l k e r

Ann Arbor, Mich.
After reading your column in
the July-August CPA, I feel like
the man who is in Philadelphia
but doesn’t read the Bulletin: I
consider myself a socially con
scious citizen but (dare I write
this!) I don’t admire the “affluent
society,” the “great society,” the
“welfare state.”
P e t e r K ocan

Jackson Heights, N. Y.
Your arguments are wonderfully
succinct. I am sure they will help
me in my discussions with pros
pective CPAs.
M o rris B a c k

New York City
It’s no mystery what has hap
pened; it is the downgrading of
economics and American econom
ic history as major subjects in
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high school and college curricu
lums. The U.S. Chamber of Com
merce had a report a year or so
ago of the sharp decline of eco
nomics as required (or even elec
tive) courses of high school study
throughout the nation. You may
remember, too, that Secretary of
Commerce Luther H. Hodges in
a Satevepost article (March 10,
1962) wrote: “If ignorance paid
dividends, most Americans could
make a fortune out of what they
don’t know about economics.
Hardly one person in twenty has
the sketchiest idea of how our
economy functions. America may
be the greatest industrial power
on earth, but for all that most of
us know, our greatness might de
pend on growing breadfruit trees.”
History, economics, civics, even
patriotism, are now lumped as
“social studies” with emphasis on
the dominant word “social” which
easily slides over to “socialism.”
Our high school students absorb
only what is taught to them and
they rank the importance of what
they learn by the emphasis, even
slanting, put to it. Parents have
abdicated as teachers; therefore,
it is what they get from their
high school teachers that counts.
Unfortunately, too many teachers
have picked up in the colleges
they attended not only no eco
nomics but also that “business”
is just something to be tolerated
and of itself makes no contribu
tion to the social progress of our
nation or of the world.
The Institute will not get re
sults until it joins with the U.S.
Chamber and other organizations
now at work in mass effort and
promotion to restore to high
schools the former prominent and
rightful place of economics and
American economic history as
subjects of independent presenta
tion. These subjects should not be
confused and mixed up with the

To validate your statement that
many educators support a low
opinion of American free-enter
prise business, I wish to point out
an article in the May 28, 1965, is
sue of L ife Lines entitled “Are We
Sowing Slave Mentality?” The
following are excerpts from this
article:
“A survey of high school and
college juniors was carried out by
Northwestern University, Purdue
University, the University of Wis
consin, and U.S. News and World

Report.
“Here are some of the results
of that survey:
“62% of the students said that
government ‘has the responsibility’
to furnish jobs for all.
“62% did not think a worker
should produce all he can.
“61% did not think it necessary
or desirable to preserve the incen
tive of profit in the personal en
terprise system.
“56% were in favor of ‘close’
Government regulation of all busi
ness.
“53% favored Government own
ership of banks, railroads, and steel
companies: a cardinal doctrine of
dogmatic socialists throughout the
world.”
I have discovered that individ
uals hostile to the American freeenterprise system have been ac
quiring teaching positions in
greater numbers. This “hostile”
group includes welfare staters, so
cialists, and communists who de
spise the economic system which
has given more to more people
than ever dreamed of in all prior
history of this planet — that is,

capitalism.
One particular paragraph in
your article, which begins “In the
last analysis, . . .” disgusted me
considerably. You make it sound
as if the welfare state is all right,
and is compatible with personal
freedom. This, I am sure you

to our attention as a result of the
work we perform? Why shouldn’t
the accounting profession, per
haps working with other profes
sional organizations, be a leader,
and an outspoken one, in promul
Sa m u e l A f t e r g u t
gating improved practices in the
St. Louis, Mo.
area of public sales of securities?
Do we have an opinion on the
Your remarks are particularly
examination and investigative pro
well taken and applicable to our
B yro n K er n
cedures of the Internal Revenue
situation in New Jersey, especial
Service? Do we feel that the tax
Dallas, Texas
ly with regard to high school
structure is confiscatory and, in
counselors and their apathy to
any case, what have we ever said
ward the business community and
At a recent Institute committee
publicly about it? Certainly we
accounting profession.
meeting the question arose: What
have co-operated with the In
H e r b e r t J. R o h r b a c h , Jr.
can we do about our image? All
ternal Revenue Service, the Secur
Newark,
N.J.
of the members recognized the
ities and Exchange Commission,
problem but were unable to offer
and with associations of security
a solution.
The attitudes described in your
dealers, but there is a big differ
editorial have concerned me for a
I think that the real problem
ence in co-operating and leading.
long time. It has been my opinion
rests with the profession itself —
Are we merely a profession of fol
inertia.
that the accounting profession has
lowers in those areas affecting the
failed to measure up fully to its
I am attempting to answer the
public interest?
“attest” responsibilities in areas
question you pose in your article:
What did we have to say about
outside of financial reporting. Per
How can the message be de
the
cost of Medicare? What were
haps the reason for this is that
livered? In the Greater Philadel
our comments on increasing the
the profession feels it has no re
phia area several radio and tele
minimum wage? Are we opposed
sponsibility or it does not have a
vision interview shows are avail
to a shorter work week? Do we
mechanism by which it can par
able as outlets.
have any attitude at all about the
ticipate on a sound basis.
I have summarized my thoughts
way budgets are designed and
in the following proposal.
If we are, in fact, the guardians
presented by the Federal, state,
of financial information used by
I would deeply appreciate your
and local governments? Are we
comments.
the general public, what is our at
prepared to accept any responsi
titude toward other matters affect
S o l o m o n M. V o l k
bility in any area that has social
ing the general public which come
Philadelphia
or political implications? It seems
to me that the time has come
Mr. Volk's Proposal for Professional Action
when our professional organiza
tions must assume greater respon
O b je c t iv e
3. Contact the mass media for sibilities for molding and devel
exposure
oping public opinion.
To impart to the business com
a. Appear on radio and tele
If we do not, then we must be
munity and general public via
vision interview programs on a
prepared to accept the layman’s
radio and television the certified
continuing basis
view of our role in the economy,
public accountant’s role in meet
b. Participate in public affairs
which, to a very large extent, is
ing the social and economic chal
shows
similar to the role of a historian.
lenges of a dynamic society
We may not currently have the
B e n e fit s
machinery within our professional
P la n
1. An enlightened community’s
organizations to function in the
1. Circulate the objective among
image of the certified public ac
areas I have mentioned, but let
active Institute members
countant
this not be an excuse. This can
a.
Gain reaction and enthusi 2. A positive change in attitudes
be accomplished if we are willing
asm
of career-conscious students
to accept any responsibilities.
2. Prepare a schedule of topics
a. The potential of the pro
This all seems so important to
and speakers in line with the
fession will be publicized
me because I feel that the ac
above objective
3. The profession will be up
counting profession has disassoci
a.
Emphasize personalitiesgraded
ated itself in many ways from the
and meaningful subject matter in
a. Pride
main stream of life and appears
all presentations
b. Attitudes
to be completely impersonal in its
know, is impossible. No personal
freedom exists in a welfare state,
or, at least, it’s highly restricted.
The welfare state robs from those
who work hardest and hands to
those who are too lazy to work.
Only the capitalistic, free-enter
prise system emphasizes the indi
vidual, and this is compatible with
Christian doctrine.

I will carry this item on my
person to be used the next time
our three college kids enter into
such a discussion with their uni
versity chums.
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attitudes. Those of us who are ac
tively engaged in the practice of
public accounting know that this
is not completely so and there are
many who feel as I do, that we
should inject ourselves in many
other areas. We must avoid an at
titude which could lose us friends.
A friend is someone who cares.
We are leaders in the financial
community who have very seldom
shown we have cared about the
general public outside of the area
of the attest function.

who do not know what the usual
billing rates which other CPAs
charge for their services are.
These triennial surveys and
publications have performed an
outstanding service to the profes
sion and are highly desirable as a
continuing activity.
E m i l e R. J a r d in e
Stockton , Calif.

A recruiting bestseller

J a m es J. N eed h a m

New York City
The value of AICPA bulletins
May I compliment you and
your staff for the excellent sta
tistics and information in general
which you compile and publish
triennially in the AICPA bulletin,
“Revenue and Expenses of Ac
counting Firms,” [MAP Bulletin
Nos. 14b, 14c].
You really have no idea of the
inestimable value of these annual
surveys and publications to the
small practitioners and partners

CPA
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More than 3,100,000 reprinted
copies of “Should You Be an Ac
countant?” — an article by John
L. Carey — have been distributed
since 1954. Many organizations
obtain the pamphlets or paper
back book for display in standard
booklet racks.
Members may obtain a free
copy of the pamphlet by writing
to Career Information Service,
New York Life Insurance Co.,
Box 51, Madison Square Station,
New York, N.Y. 10010. There is a
charge for bulk orders of $2.50
per hundred.

CPA Examiners get new
executive secretary
For the first time in its sixtyyear history, the Association of
CPA Examiners has a “perma
nent” staff member.
Ely Kushel, CPA, associate pro
fessor of accounting at the School
of Commerce, New York Univer
sity, was chosen to fill the position
effective September 1.
As executive secretary, Profes
sor Kushel's chief responsibility
will be to bring a greater continu
ity to the affairs of the Associa
tion. He has been provided with
office space at the American In
stitute’s New York headquarters
for his work.
Professor Kushel will continue
to teach at NYU, where he has
been an associate professor of
accounting since 1955. Before
joining the NYU faculty, he was a
staff accountant with the firm of
Seidman & Seidman. Professor
Kushel received his M.B.A. in
1951 from the NYU graduate
school of business.

1965

The CPA is the m em bership bulletin of the A m eri
can In stitu te of Certified Public A ccountants, Inc.
6 66 FIFTH AVENU E, NEW YORK, N . Y. 10019

Second class postage paid at New York, N. Y.

THE OCTOBER 1965

Trueblood speech
focus e s on high points
of annual m eeting:

CPA
“Our profession has much to contribute to the present. L e t us make sure that
we provide the means for our successors to make an even greater contribution
to the future.” W ith these words newly elected President Robert M. Trueblood
summed up his installation speech at the annual meeting; his speech itself aptly
presaged the main features of the m eeting and indicated how its program
concentrated on the most urgent situations now before the accounting pro
fession.

accounting principles

Mr. Trueblood said, “W e cannot expect to achieve total agreement overnight on
the complex issue of accounting principles. But we must communicate effectively
those steps toward agreement which we have taken and which will continue to
be taken.” F or a progress report on accounting principles, see page 10.

the com puter

“How well are we performing under the emerging requirements of integrated
inform ation system s an d the com puter?” he asked. The articles on pages 5, 6, and
7 suggest the magnitude of both the problems and the opportunities in this area.

accounting education

“Th e bright undergraduate whom we want eventually to join the profession
will seek a curriculum w hich challenges his development as a whole person —
not one which promises to produce an 'instant technician’!” A blueprint for
attracting and developing bright undergraduates was shown at the m eet
ing when the Common Body of Knowledge Commission gave a preview of its
forthcoming report (page 8 ). Readers who would like to see a fuller measure of
Mr. Trueblood’s speech should turn to the special insert on page 3.

Flynn valedictory
reviews progress
in past year

In his final speech as President of the Institute, Thomas D. Flynn singled out
the most significant AICPA achievements during his term of office: encouragement
of outside groups to participate in the continued development of accounting
principles, augmentation of the resources of the APB and the Institute research
staff, and initiation of the project to m eet the challenge of computers. Mr. Flynn
especially heralded the Congressional progress of Bill S 1758 as promising
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to acknowledge, for the first time in Federal law, the CPA’s right to represent
others before the Internal Revenue Service. (F u rth er action on this key bill is
reported below .) F or a condensed version of Mr. Flynn’s speech, see the special
insert beginning on page 21.

Com puter program

Solid results are coming in from the crash program on computers, which was
approved by spring Council. More than 3,500 firms responded to a survey
seeking to find out how they are adjusting to the new technology. Th e high
lights: Some firms report losing business because they don’t offer E D P services;
24 per cent suspect they lost out on new clients or work for the same reason.
About 100 firms now have computers and 61 have them on order. Some 1,400
firms have E D P personnel or are training people in computer services. However,
a number of responses revealed misconceptions about the costs and capacities
of computers.
In other projects, personnel from the AICPA staff and the System Develop
ment Corporation are
• checking banks and service centers to gauge the im pact of their services
on the practice of CPAs;
• gathering m aterial from E D P equipment manufacturers for a basic library
to be housed at the Institute;
• surveying existing E D P programs ( “softwear” ) with the aim of making
them available to all members;
• preparing a week-long professional development course on E D P which will
debut in 1966.

Congressional actions
on right-to-practice
legislation

A subcommittee of the House Judiciary ordered on Septem ber 23 that S 1758,
a bill regarding Federal agency practice, be reported favorably to the House
Judiciary Committee. As this issue of T he CPA goes to press, the full House Com
m ittee is about to consider the bill which in substance is the same as that passed
by the Senate on Septem ber 21. S 1758 preserves the traditional equality b e
tween lawyers and CPAs in representing others in the area of Treasury practice.

Practice
in Florida

Noting the growing conflict over rights to practice in the State of Florida — the
executive com m ittee proposed that the A ICPA perform a good offices role.
Council approved, by a voice vote, appointment of a special “good offices”
committee. It will report to the spring m eeting of Council on its results in
seeking to promote a satisfactory resolution of the problem.

T h e financial picture

Council voted unanimous approval of the AICPA budget for fiscal 1965-66. R e
ceipts should total $4,609,000; expenses are predicted to hit $4,700,000 (after a
special credit of $264,000 for the cost of the accounting research program ).
The main factors increasing this year’s budget are: an expanded accounting
research program, publication and distribution of a membership directory, and
continuation of the computer program ( at an estimated cost of $90,000).
F or the executive com m ittee’s assessment of the general adequacy of Institute
reserves, see the statements on page 17, immediately preceding the financial
statements for 1964-65.
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FROM THE

PRESIDENT
R O B E R T M. T R U E B L O O D

The Urgency of Opportunity
e l i v e in a sobering and a
challenging time. Our entire
society is frequently hard-pressed
to adjust itself to the forces of
change, and to the goals and op
portunities of an uncertain future.
As a profession in the service of
that larger society, we also have
much to do to prepare ourselves
for change and for the role we
will play in that future.
In almost every sphere of ac
tivity today one feels the urgency
of change — the necessity for con
sidered, but rapid, evolution.
In the world of economics we
have reached a new age — a time
which is characterized, dominat
ed, and shaped by the emergence
of automation and the computer.
Simultaneously, as a nation, we
are achieving greater opportuni
ties for more people, higher stan
dards of living, enlarged markets,
new products — and a more abun
dant, dynamic economy. But the
effects of evolution in one field
cannot be separated from those
in another.
Technological change induces
social change and, certainly, pro
fessional change. But, hopefully,
as a profession, we are sufficiently
strong, vital, and creative to ad
just ourselves to progress.
Recognizing the pervasiveness
of change, and thus its urgency,
John L. Carey has made an in
valuable contribution to our pro-

W

The urgency of opportunity per
vades every aspect of our age : eco
nomics, technology, professional
growth. Mr. Trueblood, in the in
stallation address excerpted here,
told members that "we have much to
do to prepare ourselves for change
and for the role we w ill play in the
future.”

fession in his recent book, The
CPA Plans for the Future. The
book is a blueprint of future goals
and opportunities, a recognition
of the realities of change.
This long-range study says that
our society, in these dynamic but
troubled times, must have an in
telligent leadership in all fields
where progress is desired. Our
profession can contribute even
more fully in providing that
leadership than it has. Our disci
pline and training, our tradition
of independence, our objectivity,
and our integrity contribute to
ward this purpose.
As accountants, we are moving
forward toward broader areas of
responsibility in business, in Gov
ernment, and in public life.
But we are not alone in the
recognition of growing opportuni
ties. There are others who could
make legitimate claims on some
of the roles we envision for our
selves.
Other important professional
areas also deserve our increasing
attention in the years ahead. E f
forts must certainly be directed
toward accounting principles and
the question of comparability in
financial results. This is an issue
which touches closely the inter
ests of an increasingly sophisti
cated and a continually enlarging
investing public.
We cannot reasonably expect to
achieve total agreement on the
complex issue of accounting prin
ciples overnight. But we must
effectively communicate those
steps toward agreement which
we have taken and which will
continue to be taken. The recent
action of Council on disclosure
procedures is one example of just
such an important step.

In enlarging our professional
knowledge and capacity, we have
no more urgent task than to at
tract and train those young peo
ple best qualified to meet the
profession’s future challenges.
And because of the long lead time
in training young people new to
the profession, this is an area
where complacency could be
deadly. If our profession is to
understand, and is to be under
stood, at the highest levels of in
dustrial management, the CPA’s
experience and knowledge must
be comparable to those of the re
sourceful industrial executive.
All of us want careers charac
terized by continuous growth. The
more alert undergraduate will be
attracted by a profession which
offers such growth. The good stu
dent will seek a curriculum which
challenges his development as a
whole person — not one which
promises to produce an “instant
technician.”
The bright young person whom
we want in the profession will be
attracted by an educational proc
ess that encourages intellectual
curiosity, and which demands per
sonal and professional involve
ment in the social and economic
forces of our society.
The best young talent will be
attracted to a profession which is
dynamic, which moves resolutely,
and which asserts its leadership
by contributing its voice and en
ergy to national and civic issues.
The CPA of the future — the
New Breed, if you will — will
evolve from an education process
that prepares him for broad lead
ership. The New Breed is looking
for a professional experience that
will develop him for social re
sponsibility.
If we desire men of such stat
ure to lead the profession in the
future, we must take on the re
sponsibilities of attracting and
training them. We can and should
work closely with educators in
TH E OCTOBER C PA/PAG E 3

developing the best possible un
derlying education. But the job
of developing the broadly trained
CPA of the future lies within the
profession itself and cannot be
cast aside as a particular respon
sibility of the educator.
If we attract these kinds of
young people, I am confident that
more and more business and Gov
ernment leaders of the future will
emerge from the ranks of ac
counting.
At the same time, we must be
sure that we are not asking more
of our new people than we are
demanding of ourselves. We
should ask ourselves how well we
are performing under the emer
gency requirements of integrated

information systems and the com
puter. Are we, the developers of
the profession’s future, establish
ing ourselves as leaders in the
larger worlds of industry and so
ciety?
Ahead is an unending effort
which requires the traditions of
dedication, courage, vigilance,
and commitment. We must be
acutely aware of our role in so
ciety, and we must be responsive
to society’s needs.
Accounting is a learned pro
fession, and it must be a viable
one. It must be responsive, but
not submissive. It should be con
servative, but not reactionary. It
must be dynamic, but not merely
self-assertive.

We must come to know that
constructive citizenship requires
an active role in assuming social
responsibility — not only profes
sional and technical competence.
Most importantly, we must realize
that our professional contribu
tions to the public interest must
be conveyed to the public con
sistently, and in meaningful terms.
We have contributed, and we are
contributing, much to the gen
eral welfare, in the natural pur
suit of our profession. We have a
great deal to contribute to the
public in terms of our special
knowledge and experience as it
may be applied to political issues,
social concerns, and economic ac
tivities.

A Code for Future Conduct
Apart from its many specific
programs, the Institute's allimportant objective is to unite
the accounting profession as
represented by all of the CPAs
in the United States.
As membership grows larger
— and it is now almost 54,000
— the task of preserving unity
becomes more difficult. The
mere problem of effective in
ternal communication assumes
ever larger proportions. The
processes of internal decision
making tend to become per
haps somewhat slower.
Present membership includes
individual practitioners, very
small firms, medium to large
local firms, regional firms, na-

tional and international firms.
On any specific issue the im
mediate interest of each of
these groups may appear to be
divergent. But, in the long run,
their rational and enlightened
self-interest converges on com
mon goals.
The historical and anticipat
ed expansion of needs for pro
fessional accounting service is
the direct result of the expand
ing needs of business. W e have
only to observe the growth of
business and industry outside
the metropolitan areas in order
to realize that there is room
and demand for the services of
all CPA firms, however small.
The competition for the satis

faction of those needs undoubt
edly will be keener, and there
will be greater pressure to pro
vide increasingly sophisticated
services. But the alert local and
regional firms will learn to meet
these demands and will con
tinue to enjoy the special ad
vantages of personal identifi
cation in their community.
The Institute in its programs
must recognize and reflect the
interests of all firms and of all
members. It must assume the
responsibility for establishing
the mechanisms by which all of
our member firms can equip
themselves to meet the emerg
ing and increasing professional
demands made upon them.

— From Mr. Trueblood's installation address
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The computer: peril or promise?
Annual meeting explores the challenge
E D P is here to stay. W hat does it mean to the profession?
Nearly 2,400 m em bers went to Dallas to find out.
“For those who prepare . . . a golden opportunity lies ahead .”

On Tuesday morning, the theme
was Automation: Its Impact on
the Profession. Two members of
the AICPA committee on man
agement services spoke: Jordan L.
Golding ( Golding, Golding & Co.,
Boston) and Edwin T. Boyle ( Ed
win T. Boyle, Hackensack, N.J.).
The audience was so interested
that it voted to extend the ques
tion and answer period into “over
time.”

“. . . a dynamic opportunity”

Edwin T. Boyle picked up Mr.
Golding’s warning.
“The computer confronts us
with a situation as basic as the dis
covery of nuclear energy. If we
don’t master the computer, it will
destroy us.”
But, Mr. Boyle stressed, “if
there is one side of the computer
that menaces our existence as a
profession, there is another side
that promises dynamic oppor
tunity.
“We all know that computers
can add, subtract, multiply, di
vide, and print—but so can many
other accounting machines per
form these functions. The com
puter has more important capa
bilities that separate it from the
posting machine category capabil
ities that are all important to us
as accountants and that make the
computer an effective tool in our
professional work.
“My one objective in this talk
is to emphasize that I am not
speaking of the use of the com
puter as a service bureau opera
tion; but rather . . . as a means of
marrying the two talents in our
professional work —the manage
ment advisory function with the
financial reporting function.
“It is not the ability of the maTH E OCTOBER CPA/PAG E 5

OF AUTOMATION

T h e impact of automation

Speaking on “The Computer in
Your Future: What CPAs Should
Know About EDP,” Mr. Golding
argued that CPAs “can no longer
separate auditing, taxes, and ac
counting problems from the role
of the computer.” He said that
“each phase of the profession is
already integrally involved in the
electronic revolution.”
One of the reasons why CPAs
must get involved with EDP, Mr.
Golding noted, is that banks
and service bureau companies are
making inroads into the account
ing area.
“The threat is real,” he said.
“There is no simple solution to
the challenge now being made by
the banks and the other institu
tions who are striving for their
share of the accounting or data
processing market. But for the ac
countant who is alert and who is
eager to learn, there may be var
ious approaches to the problem.”
Mr. Golding said that three ap
proaches CPAs could take were:
• To automate their own offices.
• To work with the banks or
service bureaus in overseeing the
processing of their clients’ ac
counting records “while ever striv
ing to perform a higher level of
service to the client in the process.”
® To utilize an outside thirdparty service bureau.
Mr. Golding concluded that if
an accountant follows one of these
approaches, “he may concentrate
more effort on budgeting and
management services activities
that will lead to a more reward
ing and enriching practice.”
The client invariably looks upon
the accountant as a professional
man, “regardless of how small the

THE

From the opening remarks at
the business session on Monday
morning to the final luncheon on
Wednesday afternoon, the com
puter was the thing.
Throughout the three days of
the Institute’s seventy-eighth an
nual meeting, the impact of the
computer on the accounting pro
fession was stressed again and
again.
But it was at the technical ses
sions that members could really
discover the specifics of what is
happening. Of the six sessions
which made up the professional
part of the meeting, three were
devoted exclusively to various as
pects of the computer.
Six speakers, each an expert in
his field, briefed members on the
current status of the art and how
computers affect CPAs as profes
sional people.
Each of the computer sessions
filled the meeting rooms to over
flowing. (Not even in Texas,
where everything is “the biggest,”
could the room be made large
enough to seat the some 800-1,000
members who attended each of
the sessions.)

firm and how much write-up work
is being done.” Accordingly, Mr.
Golding said, “the more bogged
down in detail, the less oppor
tunity and the less inclination
there is to perform his true pro
fessional function. The computer
offers the accountant the opportu
nity to service his client on a
much higher professional level.
“The . . . bell has been sounded
that the computers are here. For
those who choose to ignore the
fact, or prefer to sit and wait and
see what happens, their very pro
fessional existence will certainly
be threatened. On the other hand,
for those who take up the chal
lenge and properly prepare them
selves, a golden opportunity lies
ahead.”

chine to write up volumes of in
formation with great speed that is
important to us as professionals;
this is a negligible aspect of com
puter operation as it relates to us.
Rather, the computer affords us
the means of carrying out many
sophisticated new creative ideas in
management services.”
After giving several examples of
the work being done by account
ants with computers today, Mr.
Boyle said, “the important con
sideration for accountants today
is to decide who the leaders are
going to be in the development
of this new field — who the prime
movers will be!
“Will it be the engineers, who
certainly are qualified in scientific
methods?
“Will it be the mathematicians
and physicists who are extremely
sophisticated in the use of com
puters . . . ?
“Will it be the bankers? They
have the money — they have the
hardware. In addition, they have
a captive audience.
“Or shall we be able to retain
our present position of promi
nence in the business advisory
area—and if so, for what reason? It
has to be more than self-preserva
tion—it must be based upon good
solid business reasons.
“What should we, as practition
ers, be doing about it today?
“We must improve our own
skills. . . .
“We must study causal relation
ships that exist in business, and
learn what operations research is
all about when applied to busi
ness problems. . . .
“We must further our studies in
the management sciences. . . .”
Mr. Boyle concluded his re
marks with this call to action:
“The clients are still ours, let’s not
let them get away from us.”

T he role o f hardw are
That afternoon, The Hardware :
Understanding It and Using It,
was the subject.
Nearly 1000 members crowded
into the ballroom of the Sheraton
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Hotel to hear Herman G. Heiser
( Lybrand, Ross Bros. & Mont
gomery, New York City), chair
man of the AICPA committee on
management services, explain
computer language, the binary
system, and how a computer
works.
With the aid of slides, Mr.
Heiser covered areas such as early
number languages and the mathe
matical significance of order of
numbers.
Going on to computer logic, Mr.
Heiser explained the decision ca
pability of a computer, and then
got to the heart of the matter—
the computer at work.
He covered the “uses of internal
memory” — storage of instructions,
of input data transactions and
master file data, accumulated data,
output, and constants.
He concluded his presentation
with what could be called the
anatomy of a digital computer sys
tem. He explained the many dif
ferent pieces of equipment that
make up an EDP system, the cen
tral computer, data input devices,
external storage devices, output
devices, and other components
such as consoles and inquiry sta
tions.

Expanding a practice
Following Mr. Heiser’s presen
tation, John E. Lennox (Lennox
and Lennox, New York City), told
members how they could expand
their practices through a knowl
edge of EDP.
Mr. Lennox prefaced his re
marks this way:
“Have we, as accountants, dis
covered the powers of this new
promise and challenge? Or are we
hiding in fear that this is a chal
lenge to our very existence as pro
fessional practitioners?
“I feel that enough has taken
place in the world of science and
business within the last several
years that, no matter what we
may desire to feel about this new
thing called EDP, we, as a profes
sional group, have been ‘squeezed’
into the position that some deci

sive action will either be taken by
ourselves to include a working
knowledge of this new field, or
we shall be sitting back to watch
other groups take quick advan
tage of the great tool that has
been created to ‘speed up man’s
thinking abilities.’ ”
Drawing largely on his own
firm’s experiences (JofA, May65,
p.22; Management Services, MayJune65, p.35), Mr. Lennox told
how computers and electro
mechanical accounting machines
can help expand an accounting
practice.
Citing the various uses of elec
tro-mechanical equipment, Mr.
Lennox pointed to:
• Preparing financial statements
by introducing data into punched
cards or punched paper tape or
optical character journal tape.
• Performing special work for
clients such as: statistical analysis,
job cost systems, peak load finan
cial recording of various source
journals data, handling accounts
receivable, payables, and inven
tories.
• Handling the books and rec
ords of the CPA accounting firm
such as: general books of account,
posting time records for the ac
cumulation of total hours spent in
the various directions of services
performed for clients.
One of the important aspects of
a CPA firm owning its own com
puter, Mr. Lennox noted, is that
as the knowledge of EDP systems
and equipment increases, the firm
will become one of the few CPA
firms that has the technical knowl
edge as well as the more impor
tant knowledge of systems and
accounting.
Referring to his own firm, he
described how, when Lennox and
Lennox set up its own firm books
on some of its early electro
mechanical equipment, it re
corded the time of the various
partners, staff and clerical help,
as well as the expenses of the job,
on the accounts receivable ledger
cards that carried the billing to
the clients.
This procedure, Mr. Lennox ex

plained, allowed for a ready com
parison of prime cost factors to
the actual billing made to every
client.
He said that the firm was able
to pick up additional income by
knowing exactly how many hours
were spent in “special work” as
signments, how it was able to
recognize quickly “fringe value”
accounts from “prime” accounts,
and, quite importantly, how the
firm was able to change “from
the situation of the proverbial
shoemaker with holes in his
shoes to a position where the
firm’s books and records are
the first ones done each month
— thereby telling the partners
not only the status of the dol
lar amount of profit and loss,
but also the many vital statistics
that are such great management
aids in decision and policy mak
ing.”

T he challenge o f autom ation
The next morning, William W.
Parsons, senior vice president of
System Development Corporation,
spoke on “The Challenge of Auto
mation.” He made these signif
icant points:
“I believe it is essential for peo
ple in management to recognize
the . . . certainty . . . of com
puters and automation in just
about every aspect of our lives,
and to prepare to make the best
of it.
“One of the important things to
understand about computers is
that they are embedded in in
formation systems. . . . All ac
countants,” he said, “deal with
‘systems’ and ‘procedures’ in busi
ness.”
Emphasizing that “there is no
substitute for human thought and
human judgment,” Mr. Parsons
said that “on the other hand,
there is scarcely any organization
—large or small, public or private
—that can’t benefit from being
considered ( at least partly) as an
information processing system.
“People in management,” he
went on, “need to understand

that a computer is useful only if
it is part of an intelligently
planned operation—a system.”
Referring specifically to the
CPA and the computer, Mr. Par
sons said that one unsolved prob
lem “is the question of whether
an accountant should audit around
or through the computer.” There
are questions that still need an
swering, he said.
“How does the accountant main
tain control of his ability to test
transactions?
“What is the impact on in
ternal control?
“What new auditing tools are
required to cope with the changed
nature of the audit trail?
“Must new audit standards be
established in order to allow ef
fective exploitation of the new
audit tools?
“One thing is sure,” he told
members, “auditors will have to
have a basic understanding of
data processing systems and a
fair knowledge of the operation
of the computer.”

Creating an ED P system
The Wednesday morning ses
sion continued with Robert B.
Nadel (Hertz & Herson, New
York City) briefing members on
“An Introduction to Systems De
sign.”
The first step in creating an
EDP system, he said, is to define
the objectives, requirements, and
restrictions. For example:
What does the client company
want to accomplish?
What are its specific informa
tion needs?
What dollar resources are avail
able?
What “timeliness” is required?
After these basic questions have
been answered, Mr. Nadel said, it
is possible to go on to design a
systems flow, to select the hard
ware, to program, and to write the
procedure.
“The CPA is uniquely equipped
to make contributions in the first
two steps, defining the objectives
and designing a systems flow.

He further emphasized that “of
the five steps, these are also the
most difficult.”
Outlining the techniques of sys
tems design, Mr. Nadel said that
the approach should be “from the
general to the specific. The broad
objectives and information needs
should be set first. The details
can be filled in later.”
Systems design and organiza
tional structure are directly re
lated, he suggested. Ideally, “sys
tems requirements should set the
structure.”
He reminded his audience that
accountants have always been in
terested in structure—internal con
trol, for example.
“In creating a systems design,
you must constantly balance fac
tors of time, cost, information
needs, and available equipment.
“You cannot accept manage
ment’s statement of its needs. You
must question management and
make it justify its requirements.
“A new system has to be flex
ible,” Mr. Nadel said. “It has to
be able to grow and expand with
out having to be completely re
done; it has to be able to absorb a
certain amount of changes in ob
jectives.
“Once designed,” he continued,
“a system must be fully docu
mented. There must be flow
charts, organization charts, pro
cedures, and report formats.”
Speaking of the economics of a
system, Mr. Nadel said that it is
important to consider these ques
tions:
What are intangible benefits
worth?
What are speed and accuracy
worth?
What is new information worth?
Summing up, Mr. Nadel said
that the big advantage of a sys
tems design program is that it
often means that for the first time
a company takes a good look at
itself, plans what it needs, and
decides where it is going.
The big problem, he concluded,
is that it is difficult to visualize
before the fact what the needs
and problems will be.
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SDC time-sharing demonstration
enlightens and entertains CPAs
A computer network that was
hooked up at the annual meeting
proved to be one of its liveliest
features.
An exhibition setup by System
Development Corporation enabled
four CPAs at a time to participate
in a simultaneous exchange with
a computer located in Santa
Monica, California.
This on-the-spot demonstration
of computer time-sharing drew a
variety of specific questions from
CPAs during the three-day con
vention. For instance—
How can time-sharing save my
client money?
Is it possible for a CPA operat
ing in rural areas to get in on a
time-sharing system?
What other management serv
ices could a CPA offer his client
by taking advantage of time
sharing?
The demonstrators indicated
that it is possible for CPAs to take
advantage of an EDP time-shar
ing system even though they may
be far from urban areas and com
puter service centers. They
showed that a CPA firm could
be linked via Teletypewriter Ex
change (T W X ) to a computer
complex anywhere in the country.
The complex could offer a large
data base, made possible by a
large core memory and mass
storage devices.
SDC officials pointed out that
about thirty clients were using the
same computer in Santa Monica
at the same time that it was being
used in the demonstration.
Each SDC user saves about
$130 per hour by utilizing time
sharing.
To show the versatility of time
sharing, SDC demonstrated vari
ous computer applications includ
ing retrieval of textual information
and playing specially developed
"games,” like computerized black
jack, which proved to be a popu
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lar after-hours pastime at the an
nual meeting.
An SDC official observed that
through this kind of time-sharing
arrangement a CPA might design
and operate programs to enable
comparatively small clients to use
a computer to advantage.
As SDC made clear, once the
CPA has compiled and stored his
programs, he would merely go to

his teletype when he needed the
computer, dial an assigned TW X
number, and signal the computer.
The desired program would be
brought from its tape storage to
one of the computer’s drums and
then, just before it is time for the
program to operate, brought into
high-speed core memory.
At this point, the CPA could
add new data or perform the
many other functions that the
computer is capable of. When he
is finished, the program would be
returned to storage, and he would
be charged only for the specific
time used.

Common Body preview stresses new math,
good knowledge of accounting theory
Ask any child today what new
math means and you’ll discover
it’s not the math you learned in
school. Ask Dean Robert H. Roy,
study director for the Common
Body of Knowledge, if CPAs
should understand new math —
and the answer will be most em
phatically yes.
At an annual meeting technical
session, Dean Roy put it this way:
“The beginning CPA should speak
the language of mathematics, not
as a native, but as one who can
get across the basic message. That
is, he must have a good concep
tual grasp rather than specific pro
cedural knowledge.”
Two years ago the study direc
tor and his research associate,
James H. MacNeill, CPA, began
their research to determine what
every beginning CPA should
know. At this year’s annual meet
ing they were able to report that
they expect the study to be com
pleted early next year.

R eport
Dean Roy told the audience
what he believes the beginning
CPA must know in mathematics
and reminded his listeners that
the full Study will indicate what

CPAs should know in many other
related fields, such as economics
and behavioral sciences. Mr. Mac
Neill then outlined what the
young CPA should know about
accounting itself. He stressed that
the beginning CPA’s knowledge
in accounting must be both gen
eral and specific—general in that
he must have a foundation that
will enable him to adapt as he
must; specific in that he must be
familiar with the matters which
make up the real world of ac
counting.
Mr. MacNeill also outlined the
understanding the beginning CPA
must have about the functions of
accounting, or, roughly speaking,
who needs accounting reports
and what he needs them for. For
instance, the CPA must under
stand the concern of investors and
creditors for liquidity, safety, and
efficiency. He must have a con
ceptual knowledge of taxation in
general and a more detailed
knowledge of the Federal income
tax laws.
Mr. MacNeill called for a good
working knowledge of accounting
theory. He stressed the desirabil
ity of familiarity with various ap
proaches to asset measurement.
He emphasized that the begin

ning CPA has “got to be con
cerned with semantics both as a
goal for communications and as
a representation of the things he’s
concerned with. Terms like entity,
transaction, asset, and loss must
all be part of his store of working
ideas."

The format and language of ac
counting reports must convey spe
cific messages, Mr. MacNeill told
his audience. He then also further
emphasized the need for the CPA
to understand the needs of man
agement for accounting informa
tion and to appreciate manage
ment’s need for speed in getting
this information.
After stressing the need for
reliability, he said, “The begin
ning CPA should know the Code
of Professional Ethics not just as a
collection of rules but as a philos
ophy of professional behavior.”
Mr. MacNeill went on to stress
the need for familiarity not only
with such accounting concepts as
asset and entity, but also with
the common classes of assets, of
entities that the young CPA will
encounter in the real world.
“The beginning CPA should
be aware of the tools that are at
his disposal . . . but we’re not
saying he must be a bookkeeper,
a machine operator or a mathema
tician. The numerous bookkeeping
methods should be understood for
what they contribute to internal
control and as time-saving pro
cedures. As to hardware itself, the
beginning CPA can’t be familiar
with the ever-changing variety of
models of equipment; he should,
however, be familiar with the
functional types available and
know, for example, that informa
tion can be coded onto individual
punched cards and then sorted
into any number of useful classi
fications.

R esponse
All this may sound like a
tough order to fill, conceded E l
mer Beamer, chairman of the
Study Commission. But he pointed
out that “each time the profes

sion has raised its sights, the ef
fect has been to attract many
promising prospects to the pro
fession.”
Mr. Beamer then posed some
of the flood of questions stimu
lated by the reports to Dean
Roy, Mr. MacNeill and three
CPA panelists, Professors Sidney
Davidson and Robert Mautz
and practitioner Richard Claire
( whom Mr. Beamer introduced as
“three illustrious Illinois intellec
tuals” ). As the following dialogue
shows, the reports generated an
active interest on the part of the
audience, particularly in the sug
gested requirements for knowl
edge to be possessed by “the new
man.”

Question: “Will the study in
dicate what knowledge should be
gained in the university and what
type of knowledge should be
gained in experience?”
Dean Roy: “We are not writ
ing a curriculum. . . . We are try
ing to avoid it! With math there
is an exception. It’s a deductive
discipline and, therefore, we rec
ommend that it should be studied
in school.”
Question: “Why do you call
for such a broad familiarity with
mathematics?”
Dean Roy: “Since World War
II, a whole array of techniques
has been utilized by business for
making management decisions.
Management is not a science, but
more and more it is drawing on
science. The use of these scientific
techniques presents CPAs with a
unique opportunity. But if you
don’t get into this game, some
body else will be going in for you.
Hopefully, tomorrow’s generation
will come into the schools and
later into your firms with less re
sistance to abstraction—to think
ing in quantitative terms—because
they are now being exposed to
the new math approach in their
lower education.”
Professor Mautz: “The people
I’m really worried about are
those who graduated ten years
ago, as opposed to the current

graduates who have a competitive
edge because of their enhanced
knowledge of mathematics. We
may need to develop remedial
programs for that group of tenyear graduates.”
Question: “Can this impressive
array of required knowledge pos
sibly be imparted in a four-year
university program?”
Mr. Claire: “The day seems
practically gone for the four-year
graduate . . . a new man with
twenty-five or thirty hours of ac
counting is a member of a
vanishing race.”
Professor Mautz: “I think we
can prepare a man in four years.
There is nothing called for in the
Common Body of Knowledge that
cannot be presented in that time.”
Professor Davidson: “From a
recruiting standpoint we should
remember that the preponderance
of best minds go off first to the
four-year liberal arts college, and
these are the best minds we want
to attract into the profession.”
These exchanges clearly indi
cate the audience’s concern over
the magnitude of the goals pro
posed by the Common Body
Study. However, as President
Robert M. Trueblood, himself a
member of the Common Body
Commission, reminded the audi
ence, just six years ago business
education had been rocked by
the release of the Pierson and the
Gordon-Howell reports, yet the
changed face of today’s education
reflects how pervasively many of
those reports’ recommendations
have already been introduced in
to today’s curriculums.

SAP No. 34
Statements on Auditing Proce
dure No. 34 was mailed during
the week ending October 2 to
all members of the American
Institute of Certified Public Ac
countants. Any member who did
not receive his copy can obtain
one by writing to the Institute.
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APB maps program to increase research,
agreement on accounting principles
• A concentrated research study
effort. . .
• Target dates for first drafts of
APB Opinions . ..
• A study of the influence of
outside authorities on the de
velopment of accounting prin
ciples . . .
• Possible exceptions to literal
compliance as set forth in the
report of the Special Committee
on Opinions of the Accounting
Principles Board . . .
These are some of the high
lights of the report of the Ac
counting Principles Board to
Council, as presented by its chair
man, Clifford V. Heimbucher.
“There have been a substantial
number of developments,” Mr.
Heimbucher said, “which the
Board believes will have a pro
found effect on its operations and
ultimately, of course, on the en
tire profession.”
Here are some of the most sig
nificant aspects of these develop
ments.
Accounting research. The ap
pointment of Richard C. Lytle as
administrative director of the
APB last April has freed the Ac
counting Research Division, un
der the direction of Reed K. Sto
rey, to expand its efforts on the
accounting research studies, the
primary purpose for which it was
organized.
Target dates. At the first meet
ing of the newly appointed plan
ning subcommittee last June 8, all
current and prospective projects
of the APB were reviewed and a
schedule of priorities was devel
oped. Specific target dates when
the subcommittees of the Board
should submit first drafts of
Opinions for full Board consider
ation were set for all projects that
are expected to come before the
Board for active consideration in
the next two years.

Influence of outside authorities.
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One suggested project, which be
cause of time and manpower limits
was considered to be a “longrange” project, involves a study
of “the influence of other author
ities, particularly regulatory agen
cies, on the development of ac
counting principles. . ."

Literal compliance with Recom 
mendation No. 2. One of the key
items in the Special Committee’s
report to Council last May ( CPA,
June65, p.3) was that the Board
should move toward the reduc
tion of alternative practices by
adopting policies which would
confine variations to those justified
by substantial differences in fac
tual circumstances, give criteria
for application of acceptable vari
ations, and where alternatives are
justified, state the preferred treat
ment and required disclosure.
At the recent meeting of Coun-

cil in Dallas, Mr. Heimbucher re
ported that while “the Board
heartily endorses these proposals
as important objectives . . . it
should point out that the circum
stances surrounding specific pro
nouncements, and quite fre
quently the nature of the subject
matter with which they deal, may
preclude literal compliance with
these objectives at times.”

Fundamentals of financial re
porting. A subcommittee of the
Board has been working on a
basic document directed generally
to the functions of financial state
ments—their purposes and charac
teristics. As now planned, this will
be the first of a series of three
special booklets. The second will
deal with basic concepts under
lying financial statement prepara
tion. The third will be directed to
broad accounting principles. It is
proposed that these booklets shall
have the status and authority of
Board Opinions.
E d . N o t e : The highlights of other
senior committees’' reports to
Council appear on page 12.

IRS head says agreement on principles
would add to stature of profession
“Agreement on principles would
add tremendously to the stature
of the accounting profession,”
Internal Revenue Service Com
missioner Sheldon S. Cohen
told Institute members at their
seventy-eighth annual meeting.
“This, in turn,” he suggested,
“should lead to a greater respon
siveness on the part of the pub
lic to the view of the profession
on the important financial issues
of our day.”
He also said that agreement on
principles would greatly enhance
the ability of the accounting pro
fession to influence the course of
the nation’s tax laws.
“I am not suggesting,” he add
ed, “that a statement of principles
would, or should, result in a rec
onciliation of all the differences

between commercial and tax ac
counting. Obviously, in some
areas policies peculiarly relevant
to taxation properly require a de
parture. But these areas are the
exception rather than the rule.”
Mr. Cohen noted that the most
pressing problem facing the ac
counting profession today is that
“after many years of effort, no
statement of accounting principles
has been prepared on which ac
countants, financial statement
users, and tax administrators can
rely.
“I recognize that the develop
ment of uniform accounting prin
ciples is a very difficult task. But
I am certain,” he concluded, “that
success in this endeavor would be
a powerful stimulus to the pro
fession.”

Institute presents CPA Gold Medal
to Thomas G. Higgins, also honors . . .
The American Institute’s high
est professional award—the CPA
Gold Medal for Distinguished
Service—was presented to Thomas
G. Higgins during the seventyeighth annual meeting in Dallas
last month.
In accepting the award, Mr.
Higgins called upon his fellow
members to completely rewrite
the CPAs’ Code of Professional
Ethics to emphasize positive val
ues, rather than a long series of
“do not’s.”
Mr. Higgins said, “Doesn’t he
[the CPA] need, in his profes
sion’s basic statement of what is
considered proper ethical conduct,
something more than a catalogue
of what he must not do? Doesn’t
he, in fact, need something that
will encourage and aid him in de
veloping a sense of mission, of
service to society?”
Mr. Higgins, who retired Sep
tember 30 as senior partner of
Arthur Young & Company, played
an instrumental role in persuading
his colleagues to strengthen the in
dependence requirement of their
Code of Ethics in order to place
them “above suspicion” in audit
ing financial statements.
His citation noted: “Most signif
icant have been his contributions
as a member and chairman of the
Institute’s ethics committee for
five years, during which he strove
mightily for the adoption of an
independence rule—not only as a
concept, but [also] as a day-today essential in practice.”
Mr. Higgins’ position was that
an opinion expressed by a CPA
on the financial statements of
a firm in which he had an in
terest made “the reputation” of
the profession “less secure.”
He emphasized that “. . . it is
not enough for a CPA to do what
he believes is right. He must also
avoid any act or any relationship
which could lead to an inference

that he might be subject to im
proper influences.”
Arthur B. Foye, chairman of
the Institute’s awards committee,
in presenting the award described
Mr. Higgins as a man of “dedica
tion to the improvement of his
profession.”
During his long career as a
CPA, Mr. Higgins served on many
of the Institute’s key committees,
its Accounting Principles Board,
and its governing Council. He is
also a former president of the
New York State Society of CPAs.

... the Sells winners
Thirty-two thousand, two hun
dred candidates sat for the na
tional CPA examinations last May
and November, and the two can
didates who received the highest
and second highest scores in each
sitting were formally honored by
the American Institute at the an
nual meeting.
The Elijah Watt Sells Gold
Medals, presented to the candi
dates with highest scores, went to
Albert A. Koch from Ardmore,
Pa., who sat for the May examina

tion, and Edwin S. Brown of Chi
cago whose score was the best
for the November examination.
Gene A. Gohlke from Mil
waukee, Wis., received the Elijah
Watt Sells Silver Medal, presented
to the second highest scorer, for
the May examination, and Albert
J. Cohen received the Silver
Medal for the November examina
tion.
Mr. Koch, a staff accountant in
the Philadelphia office of Ernst &
Ernst, graduated from Elizabeth
town College, Pa., in 1964. He is
a member of the Main Line Junior
Chamber of Commerce and of the
executive committee of the Eliza
bethtown College Alumni Associ
ation.
Mr. Brown is a Mechem Scholar
in the University of Chicago Law
School and a former recipient of
the Haskins & Sells Foundation
Award.
Mr. Gohlke is a Ph.D. candidate
at the University of Wisconsin. As
a senior undergraduate at the
University, he was awarded a
scholarship by the Wisconsin So
ciety of CPAs. He also taught in
troductory accounting at the Uni
versity while working toward his
master’s degree.
Mr. Cohen is a staff accountant
with the New York accounting
firm of Leo Cooperman. He holds
a bachelor’s degree and a master’s
degree from City College of New
York.

"Working With the Revenue Code— 1965"
The eleventh annual edition
of "Working W ith the Revenue
Code" has just been published
by the American Institute.
Among other things, it dis
cusses the key income tax
changes of the 1964 Revenue
Act and the experiences CPAs
have had with them.
In all, the book presents
about 250 outstanding tax-sav
ing ideas, pitfalls to be avoid
ed, and other tax matters that

have appeared in the Tax Clinic
of "The Journal."
For easy reference, the book
is categorized by Internal Rev
enue Code section. In addition,
there is a case table so that re
searchers interested in a spe
cific case can see in which com
ments it is mentioned.
"Working W ith the Revenue
Code" is available from the In
stitute at $3.50 clothbound and
$2.50 paperback.
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Highlights of key committee reports to Council
Auditing p ro ced u re . .

. ap

proved publication of Statement
No. 34, “Long-Term Investments”
—a copy was scheduled for mail
ing to members on September 30;
approved a ballot draft of pro
posed Statement No. 35 dealing
with “letters for underwriters”;
considered preparation of a spe
cial report on warehouse auditing
and statements on unaudited state
ments and the use of statistical
sampling techniques. On the
agenda for next year: continuing
study of accounting and auditing
problems involved in reporting on
separate financial statements of
divisions, branches, or subsidiaries
of a business enterprise; a review
of the standard short-form audi
tor’s report.

Professional eth ics ... approved

for publication a revised Opinion
No. 6 which takes into account
the recent amendment of the rule
prohibiting fee-sharing with non
practitioners (see p. 17 for text);
referred to the executive commit
tee for review a draft opinion on
the independence of an auditordirector of a nonprofit organiza
tion; appointed an ad hoc sub
committee to study the ethical
problems arising from rendering
accounting services to trade asso
ciations.

Management services . . . ap
proved for publication “Analysis
of Pricing and Distribution Poli
cies,” the second Technical Study
in Management Services.

Professional d ev elo p m en t . . .

reported that the major new
achievement for the year was com
pletion of the one-week Training
Program for In-Charge Account
ants ( The CPA, Sept.65, p.7; this
issue, p. 15). Plans for the com
ing fiscal year include completion
of courses on the following sub
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jects: inventory management, sav
ings and loan audits, tax account
ing problems, writing special re
ports, bank auditing, effective
communication, electronic data
processing, and the 1966 tax lec
ture series.

Management o f an A ccount
ing Practice . . . expects publi

cation in December of MAP Bul
letin No. 22 on “filing”; continues
to work on bulletins on “staff
manuals,” “planning for growth
of the firm,” and “purchase, sale
and merger of accounting prac
tices”; gathers information per
taining to form and method of
firm organization and partners’
compensation methods in prepa
ration for the 1967 MAP survey of
revenue and expenses of account
ing firms.

Accounting research . . . an
nounced these projects are in proc
ess: “Reporting of Income Taxes
in Corporate Financial State
ments,” “Accounting for Intercor
porate Investments,” “Goodwill
and Business Combinations,” “Ac
counting for Foreign Operations,”
“Accounting for Industrial Prod
uct Research and Development
Expenditures,” “Accounting for
Operations Peculiar to Extrac
tive Industries,” “Income and Re
tained Earnings,” and “The Con
cept of Materiality.”

Federal taxation . . . submitted
comments to the House Ways and
Means Committee on HR 5916, a
bill designed to remove tax bar
riers to foreign investment in the
United States, and on HR 6958,
a bill to provide for centralized
filing of income tax returns and
payment of tax; and approved an
exposure draft of proposed State
ment No. 3 regarding “Answers
to Questions on Returns.” The
following subcommittees took
these actions: on determination

of taxable income — adopted a
tentative position on Senator Rus
sell B. Long’s (D., La.) proposal
for an optional method of taxation
known as the “Simplified Tax
Method Act”; on corporate dis
tributions and adjustments — re
viewed the report issued by a
Presidential Committee on “Pub
lic Policy and Private Pension
Plans” and started preparation of
a report of its recommendations;
on special entities and industries
—reviewed the report issued by
the Treasury on Exempt Founda
tions and started to prepare its
recommendations on it.

Board o f Exam iners

. . . an

nounced record figures for the
May examination — 15,211 candi
dates writing a total of 52,459
papers. The honor roll states
(those with passing percentages
in all subjects greater than the
national average): Arizona, Colo
rado, Delaware, Illinois, Indiana,
Minnesota, Missouri, Montana,
Wisconsin, and Wyoming.

Federal Governm ent . . .

re
ported: that the total number of
projects involving HHFA inde
pendent cost certifications in the
accelerated public works program
was 3,229; that there are presently
718 SBICs, all of which are re
quired to submit annual inde
pendently audited financial state
ments; that the Department of
Labor’s Office of Labor Manage
ment and Welfare Pension Re
ports has issued, for final com
ment, its proposed revised annual
financial report forms (D-2) for
certain welfare and pension plans;
and that the Rural Electrification
program involves independent
audits of some 1,800 borrowers.
The senior committee’s actions
with regard to other Federal mat
ters affecting accountants have
been fully covered in The Jour
nal and The CPA as they oc
curred.

Dateline: Seventy-eighth annual meeting
d . N o t e : Press coverage of the
Dallas meeting was the most ex
tensive ever. In this column, the
Institute’s public relations officer
tells what it takes to achieve such
coverage, and what goes on b e
hind the scenes in preparing for
the event.

E

The annual meeting is con
cerned basically with the affairs
of the Institute and technical ses
sions of direct member interest.
Granted—but it is also an impor
tant public relations vehicle for
displaying the work of the pro
fession.
Planning for the Dallas meet
ing started early. While the meet
ing program was being developed,
public relations counsel and staff
consulted closely with the “pro
gramers” on over-all content and
speakers. The basic concern at
this point was: What will interest
members? Public relations impli
cations were purely secondary.
As the meeting approached,
background material was assem
bled and up-to-date biographical
information was obtained on the
officer and Council nominees,
speakers, and award winners. This
served as a basis for the prepara
tion of some 85 individual “home
town” news releases which were
issued at the appropriate time
during the meeting. While the
election or award itself is the
news, some references to the work
of the Institute and the individual
were included to portray the
scope of the profession and its
members.
Available papers and committee
reports were reviewed for extracts
that could be used by the press
in the coverage of the meeting.
Press “memorandums” were pre
pared on three matters which
might be considered for feature
stories.
A week before the meeting, an
advance general story was sent
to newspapers and magazines,
which summarized the main fea

tures of the program. A Dallas
public relations representative
familiar with the local press per
sonally called on the newspapers,
wire services, and radio/TV com
mentators.
The Institute’s press room at
the Statler-Hilton Hotel was the
“nerve center” for the on-the-spot
coverage. From here, information
on the Institute, professional mat
ters, speakers’ topics, etc., was co
ordinated and distributed. Daily
stories were prepared for the
press and leads provided. Inter
views were set up between key
spokesmen and reporters on such
subjects as the impact of the com
puter, management services, ac
counting principles, and account
ing education. President Robert
M. Trueblood’s discussion with an
interviewer on the qualifications
and role of the CPA was filmed
and later shown on a Dallas TV
station.
Representatives of two na
tional publications as well as the
local press and wire services at
tended the meeting. Not all of
them were there as reporters. As
one feature writer put it: “I’m
not here to cover the convention
stories, but whenever a large
group of sophisticated profession
al people get together, it is im
portant to me to know what they
are saying and thinking.”
All this points to an increasing
awareness that what CPAs say
and do is of interest to those out
side the profession. Little or noth
ing can be done along this line,
of course, without the active co
operation and participation of the
members involved. Public rela
tions counsel and the staff can ad
vise a course of action and help
set the stage for presentation, but,
in the final analysis, it is what
CPAs themselves do and say,
either individually or as groups,
that makes the public relations
impact.
R o d er ic A. P a r n e l l

Public Relations Officer

Multer Bill stirs members' debate:
Do bank EDP services hurt local firms?
In the answer to Larry S. Kam
anitz of Baltimore (CPA, Sept.65,
p.11), John Lawler is avoiding the
main issue of his argument, that
the bulk of many small accounting
practices is bookkeeping service.
In answering this, Mr. Lawler rec
ommends that he progress to
more skilled work to utilize more
fully his professional skills. But
this does not meet the issue
squarely.
It is a mistake to think that the
American Institute has no interest
in small practitioners, however,
and Mr. Lawler’s points on this
matter are well taken. The ad
vance of the computer is feared
by many in the profession without
due cause or consideration. It is
true that computers are doing
much bookkeeping work. The pur
chase of computers by banks and
the solicitation of part-time book
keeping work to keep them busy
is due in most instances to the fact
that the computer installation was
more than the bank needed and
the cost is so great they attempt
to recover part of it from spare
time utilization.
Banks should engage in bank
ing and credit granting; account
ants should engage in accounting,
and this includes bookkeeping
even though we do not actually
do the bookkeeping ourselves.
Businessmen are not ignorant of
this, and my clients all can clear
ly distinguish between bookkeep
ing and accounting. However,
they look to me as their profes
sional adviser for bookkeeping
supervision if they employ book
keepers, system changes, instruc
tion of new bookkeeping person
nel, and, where they are not able
to afford it, bookkeeping service.
One of our large clients has re
cently progressed from the state
where we did the bookkeeping to
the employment of full-time per
sonnel, trained by us, and, when
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the change-over was complete, re
marked that the accounting serv
ices should go on as usual as they
would be more needed now than
ever.
Any other attitude by individ
ual accountants or the Institute
or state societies is a mistake and
will result in others taking over
our well-guarded functions in the
field of tax work, auditing func
tions (in spite of law to the con
trary), system design and instal
lation.
You should have supported the
Multer Bill. Your committee acted
with a view to the possible reac
tion among bankers. They should
have considered the impact
on small practices, and the com
mittee obviously did not represent
this type of practice. I wonder
how much consideration would
have been given by a similar com
mittee of bankers to the possible
effect upon accountants, if we
took up the business of banking.
Be practical. If a thing is wrong,
oppose it.
L e s t e r W. D a m r o n

Rosalia, Wash.
The American Institute of CPAs
spends our dues money for many
worthwhile causes and challenges.
Among them is a plan to recruit
students into the profession. On
the other hand, judging from Mr.
Lawler’s reply, it would discour
age an ambitious man, who may
want to become an independent
practitioner. Therefore, the pro
fession apparently wants certain
alert, capable men who will be
pleased with a limited outlook.
E . R ic h a r d R u t f i e l d

Boston, Mass.
The prestige of the accounting
profession will be enhanced only
when the prestige of the individ
ual CPA is enhanced and that
will occur only from his own ap

plication to nationally recognized
standards of performance. Low
cost life insurance and retirement
programs, professional develop
ment programs that lack depth
and scope, or national publicity
campaigns contribute little if any
thing to this objective. The de
velopment and growth of the
profession depend upon each in
dividual CPA making use of his
inherent capabilities toward rec
ognized achievement.
If the American Institute of
CPAs does not now have a com
prehensive plan for individual de
velopment, it should develop it;
if it has a comprehensive plan for
individual development, it should
sponsor it.
E v a n J. H e n r y

Winona, Minn.
Please, when you talk about the
small practitioner, don’t confuse
him with the lone practitioner.
There is another class of CPA
— the small, small practitioner,
namely, the lone practitioner (no
partners — no employees). If and
when he does need help, he can’t
afford the $6500-a-year college
graduate. . . . He probably uses
elderly, experienced bookkeepers
instead.
The vice president in charge
of EDP of one of our local banks
( a former CPA) told me that they
weren’t geared to handle profit
ably small operations. Truthfully,
how long will it be before he will
be geared?
M e l v in M . L u b a r

Paramus, N. J.
Being a sole proprietor I can
well understand practitioner Ka
manitz’ problem. Quite probably
he offers a bookkeeping service
on the only basis which is ordi
narily attractive — volume. None
theless, your stand on the Multer
Bill is unquestionably in the pub
lic interest as well as consistent
with our own self-interest. Book
keeping can be treated as a func
tion separate and apart from our
professional services. It can and

should be divorced from our ac
counting programs.
Accordingly, should account
ants, in response to requests for
such service, refer hopeful clients
elsewhere, i.e., the local bank?
Could be — but we don’t all live
in the “big city.” Can we afford
to disclaim interest in offering this
service? Ridiculous —for who is
better qualified! Obviously, many
local accountants will continue to
be confronted with a demand for
bookkeeping service and, if we
are worth the price of our dues,
we are going to come up with the
answer.
And we know the answer!
Either each or severally, in our
own locale, we can organize and
operate a bookkeeping service
with a corporate character, pro
mote it legitimately as we must to
be able to offer reasonable fees
and arrange for management in
such a manner that our supervi
sion of this business would not be
at odds with our professional
client relationships.
Whether fulfillment for us in
cludes the performance of clerical
functions is not the question. Last
year approximately 12 per cent of
my billings represented fees for
bookkeeping services. To the ex
tent that clerical billings were less
than 50 per cent, my practice con
stituted a disservice to the com
munity. I can no longer justify my
position with a speech about
ethics that rings untrue.
T h o m a s J. K l e m a n
Waterloo, N. Y.

We Must Be Doing
Something Right
The Institute's records show that
as of August 31, 1965, total
membership was 53,709— a net
gain over 1964 of 3,296— the
highest net gain in the Insti
tute's history. The records also
show that the membership re
newal rate for the year ended
August 3 1 reached a new peak
— 98.4 per cent.

1965 Schedule for Professional Development
Training Program fo r In-Charge Accountants
December 6-10

San Dimas, Calif.
Voorhis Conference Center
California State Polytechnic College

December 6-10

Decatur, III.
Holiday Inn

December 6-10

Philadelphia
Marriott Motor Hotel

December 6-10

Gatlinburg, Tenn.
Mountain View Hotel & Motor Lodge

December 13-17

Dallas, Texas
Southern Methodist University
Houston, Texas
University of Houston

Indiana revises practice requirements—
New Mexico provides for audit commission
d . N o t e : The September CPA
(p. 3) carried a legislative round
up of laws enacted in the past
year affecting certified public ac
countants. As this issue was going
to press, activities occurring in
two other states came to our at
tention.

E

Indiana . . . In accordance with
an Indiana Attorney General’s
opinion (JofA, June65, p.18), the
State Board of Certified Account
ants has removed the two years’
public practice requirement from
its accounting experience regula
tion. The Attorney General ruled
that because the accountancy stat
ute requires CPA candidates to
have “at least three years’ ex
perience in the practice of ac
counting,” the Board’s regulation,
requiring that two of the three
years of experience must be ob
tained in public practice, was in
consistent with the law. In ad
dition, the Attorney General held
that there was no necessary cor
relation between an accountant’s
skill and the fact that he has held

himself out to the public as a
“public accountant” for two years
prior to his application.
New Mexico . . . A bill estab
lishing a legislative audit com
mission was recently enacted in
New Mexico. The commission will
consist of four representatives and
three senators, and a legislative
auditor appointed by the com
mission will serve as its executive
secretary. The new law requires
all state agencies and local gov
ernmental units which receive or
spend public funds to be audited
annually by the legislative audi
tor, his staff, or by independent
auditors. The legislative auditor
must approve all independent
audit contracts. Copies of the
audit reports are reviewed by the
legislative auditor. Any violations
of law, or accounting or manage
rial practices, are reported to the
audit commission. At each legis
lative session, the audit commis
sion is required to report on its
activities and make recommenda
tions to the legislature.
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Responses continue to Carey column . . . copies are available
Your editorial, “The ‘Dirty Busi
ness’ Attitude,” is a masterpiece.
I certainly hope that the thoughts
contained are made available to
more people. I have personally
sent out six or seven Xerox
copies.
Perhaps if reprints were made
available, more of our members
would send out copies to their
clients and friends.
W a l t e r K. R u sh

Portland, Ore.

I think this message should be
exploited further and that we will
probably distribute it as a basis
for a faculty and student seminar
discussion sometime during the
current year.
I wish that this short message
could be in the hands of every
business administration faculty
member.
G. F r ed W e b e r

Butler University
Indianapolis, Ind.

Banking editorial, citing “ The Journal,”
calls for proper division of services
If the divisions between banks
and CPAs “could be properly de
fined to mutual satisfaction, then
each profession could concentrate
more fully on the type of service
it provides best, compete more
vigorously than ever in those
areas where competition is appro
priate—and achieve, as an end re
sult, better service to the public.”
So concludes an editorial, “Bank
Competition with CPAs,” in the
August 3 issue of the American
Banker. The editorial starts by
bringing to the bankers’ attention
the fact that “a leading certified
public accountant has taken a
thorough look at banking, in its
dual role of competitor and col
laborator, and has come to some
conclusions which are useful for
bankers to contemplate.” The edi
torial points out that the article
by Maurice B. T. Davies, a Los
Angeles partner in the firm of
Lybrand, Ross Bros. & Mont
gomery, which appeared in the
July Journal of Accountancy, was
reprinted in the July 29 American
Banker as “required reading.”
The suggestions for co-ordina
tion offered by Mr. Davies, the
editorial says, “give thoughtful
members of both groups a pre
liminary outline of the areas that
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might be explored for the com
mon ground of mutual interest.
It would be unrealistic to assume
that banks and CPAs can work
out precise boundaries, for both
are highly competitive, among
themselves and toward outsiders.
Indeed, it would be evidence of
sluggishness on both sides if they
did reach an agreement on all
points.”
“But at the same time,” the
editorial says, “it might free both
groups for more fruitful competi
tion if they could jointly examine
the sectors where competition
need not take place—where there
is a clear division of responsibility
and the type of service to be of
fered.”
In his article, Mr. Davies also
sounds a warning for CPAs, a
warning that was quoted by both
Mr. Golding and Mr. Boyle, mem
bers of the AICPA committee on
management services and key
speakers at the annual meeting
(this issue p. 5).
“If the banks equip themselves
to provide a service which is bet
ter in quality or price than that
offered by the CPAs, the pub
lic is entitled to deal with the
banks.. . .”
“There are services for which

The letters on the left typify
many suggestions that the Insti
tute should encourage further dis
tribution of John L. Carey’s col
umn from the July-August CPA.
Members may order up to 100
copies free of charge by writing:
Miss Barbara Shildneck, Produc
tion Department, Publications Di
vision, American Institute of Cer
tified Public Accountants, 666
Fifth Avenue, New York, N.Y.
10019.

PD Revenues Break
Half-Million Mark
For the first time in its sevenyear history, revenues gener
ated by the professional de
velopment program have sur
passed the half-million dollar
mark.
The number of participants
in the program during 1964-65
reached an all-time high, too—
nearly 14,600.
This is the second straight
year that the PD program has
been in the black ("The CPA,"
Oct.64, p.22). For 1964-65, rev
enues exceeded costs by $6,000,
reducing the over-all cost to
the Institute of operating the
program during the seven years
to slightly more than $140,000.
To date, the 50,000 registrants
who have participated in the
program have paid in almost
$2 million in registration fees.

both the banks and the CPAs will
compete.. . . It should serve as a
motivator to improve the quality
of our services, to turn our atten
tion from the routine figurework
aspects of accounting, and to ad
vance into the more sophisticated
fields, where our services will of
fer greater values to both the
client and the bank. The process
of change may be painful. But the
results should be worth it.”

Executive committee explains need
for AICPA reserve fund, working capital
At its meeting on January 5-6,
1959, the executive committee of
the Institute established the goal
of a $1 million reserve fund.
While the executive committee
is convinced that generally the
Institute’s excess of income over
expenses should be utilized for
the benefit of current members, it
is equally convinced that pru
dence dictates a retention of ade
quate funds to meet emergencies.
The $1 million target was set to
enable the Institute to act quickly
in any crisis (for example, a seri
ous challenge to the existing rights
of CPAs to practice in the tax
field) and to avoid a drastic im
pairment of present services in
case of a fairly prolonged down
turn in the nation’s economy.
The $1 million objective was
achieved at the close of fiscal
year 1963-64. By the end of fiscal
year 1964-65, the general fund
balance (excluding the $1 mil
lion reserve) was over $370,000.
This year a slight deficit has been
budgeted.
Ordinarily, this might be re
garded as an excessive amount to
be retained for working capital;
but the executive committee is
convinced that additional expend
itures will be urgently needed
in the near future. There are
pressing demands for expanded
research efforts on the part of the
Institute not only in the area of
accounting principles, but in man
agement services, with special
emphasis on the impact of com
puters upon the practices of mem
bers. An enlarged program of
public relations appears to be re
quired. It seems likely that further
investments in the professional
development program may be de
sirable to accelerate its growth
in the light of the broadening re
sponsibilities imposed on mem
bers. Other demands upon the
available funds of the Institute

may become apparent as a result
of the re-examination of the ac
tivities and services which will be
prompted by the new book on
long-range objectives.
It should also be noted that
the cost of the accounting research
program — now largely financed
by contributions to the AICPA
Foundation and earmarked for
the program — may ultimately be
absorbed in the regular budget
of the Institute. At the rate of ex
penditures for the program estab
lished in the forecast budgets, the
contributions for this purpose will

Ethics Opinion No. 6 (Revised):
"Sharing of Fees W ith Individu
als or Firms Not Engaged or
Employed in the Practice of
Public Accounting."
Rule 3.04 prohibits a mem
ber or associate from receiving
or paying a commission or shar
ing fees or profits with any in
dividual or firm not regularly
engaged or employed in the
practice of public accounting
as a principal occupation.
The rule does not prevent
the payment or receipt of com
pensation for public account
ing services rendered by an em
ployee or consultant, whether
such services are on a part- or
full-time basis and whether the
method of payment is on an
hourly or fixed basis or is meas
ured by the fees or profits
resulting from the engagement.
The rule does prevent the
sharing of fees or profits or the
payment or receipt of a com
mission in those cases where
the recipient rendered no serv
ices unless he was regularly en
gaged in public accounting as
a principal occupation.
The committee believes that
the existence of more than one
"principal occupation"
pre

probably be exhausted by 1968.
Moreover, as it has previously in
dicated, the executive committee
believes that the cost of this pro
gram—which benefits all members
— ought to be financed by all
members rather than continue to
be imposed on a limited number
of members through further ap
peals for contributions.
In view of all these considera
tions, the executive committee re
affirms its earlier decision to main
tain a $1 million reserve for emer
gencies; and believes that the cur
rent and projected excess of in
come over expenditures beyond
the emergency reserve is appro
priate in the light of the antici
pated demand for additional serv
ices and programs in the years
immediately ahead.

sents no difficulty unless any of
the occupations are incom
patible with the practice of
public accounting. Whether or
not an individual is engaged in
the practice of public account
ing as a principal occupation is
a question of fact. The main
tenance of an office or desk
space, a listing in a directory,
the possession of a license if
one is required, and the avail
ability for the performance of
accounting services on a fee
basis are all factors in making
this determination.
The fact that an individual
is a certified public accountant
does not of itself indicate that
such individual is "regularly en
gaged or employed in the prac
tice of public accounting as a
principal
occupation."
Rule
3.04 is not intended to apply
to or prevent payments to a re
tired partner, employee or pro
prietor of a public accounting
firm or to the heirs or estate of
a deceased partner, employee
or proprietor. Moreover, Rule
3.04 does not at present pro
hibit a partnership by a mem
ber or associate of the Institute
in public practice with a person
who is not a certified public
accountant.
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Financial Statements

AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS

STATEMENTS OF ASSETS, LIA BILITIE S AND FUND BALANCES
August 31, 1965 and 1964
GENERAL FUND
ASSETS
Cash—savings accounts ....................................................................................................................................
Cash-other .........................................................................................................................................................
Marketable securities, at cost (quoted market 1965—$1,796,127; 1964—$786,048) . ...................
Receivables ...........................................................................................................................................................
Inventories, at cost ...........................................................................................................................................
Due from American Institute of Certified Public Accountants Foundation......................................
Prepaid expenses ................................................................................................................................................
Furniture and equipment, at nominal v a lu e ............................................................................................
Total assets ................................................................................................................

1965
$ 783,555
164,455
1,705,669
175,100
125,461
51,613
26,450
1
$3,032,304

1964
$1,594,008
117,285
704,906
169,340
106,480
22,066
_________ 1
$2,714,086

L IA B IL IT IE S AND FU N D BALAN CES
Liabilities:
Note payable in $5,000 semi-annual instalments.............................................................................
$ 75,000
Other payables...........................................................................................................................................
208,907
Dues collected in advance .....................................................................................................................
897,842
Unearned subscriptions and advertising............................................................................................
424,043
Advance registration fees .......................................................................................................................
52,259
Due to Elijah W att Sells Scholarship F u n d ............................................................................................................244
Total liabilities ..........................................................................................................
1,658,295
Unexpended balance of Carnegie Corporation grant for Common Body of Knowledge study
General Fund balance:
Reserved for contingencies.....................................................................................................................
1,000,000
Income retained for working capital .................................................................................................
374,009
Fund b a la n ce ............................................................................................................
1,374,009
$3,032,304

$

85,000
151,637
847,599
381,724
30,751
232
1,496,943
18,758

400,000
798,385
1,198,385
$2,714,086

EN D O W M EN T FU N D
Assets:
Cash-savings accounts ............................................................................................................................
$ 78,351
C a sh -o th e r..................................................................................................................................................
4,370
Marketable securities, at cost (quoted market 1965—$572,241; 1964—$520,015) ................
345,813
Library books, furniture and equipment, at nominal v a lu e ........................................................ ...................... 1
Fund b a la n ce ...........................................................................................................
$ 428,535

$ 129,926
1,196
296,375
1
$ 427,498

E L IJA H W A T T S E L L S SCH OLARSH IP FU N D
Assets:
Marketable securities, at cost (quoted market 1965—$5,802; 1964—$ 5 ,8 2 4 ).........................
$
4,655
Due from General Fund ....................................................................................................................... ....................244
Fund b a la n ce ............................................................................................................
$
4,899
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$
$

4,655
232
4,887

AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
STA TEM EN TS O F IN C O M E AND E X P E N SE
Years Ended August 31, 1965 and 1964
INCOME
Membership dues .............................................................................................................................................
Investment and sundry income ..................................................................................................................
General income .........................................................................................................
Self-supporting activities :
CPA examinations, Journal of Accountancy (nonmembers), Management Services mag
azine, Professional Development program, sale of miscellaneous publications:
Gross income ......................................................................................................................................
Cost of self-supporting activities ................................................................................................
Net income from self-supporting activities........................................................
Total .............................................................................................................................

1965
$1,722,662
132,869
1,855,531

1964
$1,625,594
170,715
1,796,309

2,553,524
2,308,068
245,456
2,100,987

2,271,835
1,946,365
325,470
2,121,779

608,222

576,865

510,229
89,563

388,300
73,065

270,151

195,617

196,307

209,394

405,441
2,079,913
21,074

417,561
1,860,802
260,977

$ 135,792

$ 131,315

18,758
154,550
$ 175,624

28,375
159,690
$ 420,667

EXPENSE OF ACTIVITIES AND PROJECTS
Direct service to members:
Journal of Accountancy, CPA, membership directory, technical publications, library,
communications with members, annual m eeting......................................................................
Maintenance of professional standards:
Accounting research (see special credit), auditing procedure, ethics, personnel recruiting,
research in Common Body of Knowledge (see special credit) ......................................
Relations with state societies.........................................................................................................................
External relations:
Federal government, Federal taxation, aids to education, universities, and other outside
groups .................................................................................................................................................
Internal affairs:
Council and committees (including Executive Committee), maintenance of membership. . .
Service activities not allocated:
Accounting and finance, service functions, general management, legal f e e s .........................
Total regular expense ..........................................................................................
Excess of income over expense, before special cred its............................................................................
Special credits:
Contribution from American Institute of Certified Public Accountants Foundation for
accounting research p rogram .......................................................................................................
Contribution from Carnegie Corporation toward costs of research in Common Body of
Knowledge .........................................................................................................................................
Transferred to income retained for working ca p ita l......................................

N o te — “M aintenance of professional standards” for 1965 includes legal fees in the am ount of $10,450. In 1964, similar fees were clas
sified under “Service activities not allocated.”

ST A TE M E N T O F CHANGES IN FU N D BALANCES
Year Ended August 31, 1965

General
Balance, September 1, 1964 .....................................................................................................$1,198,385
Excess of income over expense ............................................................................................
175,624
Gain on sale of securities....................................................................................................... .........................
Balance, August 31, 1965 ...............................................................$1,374,009

Endowment
$427,498

Elijah
Watt Sells
Scholarship
$4,887

1,037
$428,535

$4,899
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AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCO UN TAN TS FOUNDATION
ST A T EM EN T S O F ASSETS AND F U N D B A LA N C E
August 31, 1965 and 1964
Assets *
Cash—savings accounts ...........................................................................................................................
Cash—o th e r.................................................................................................................................................
Marketable securities, at cost (quoted market 1965—$251,783; 1964—$316,750) ...........
Liabilities:
Due to American Institute of Certified Public Accountants General Fund .........................
Fund balance:
Accounting research program ................................................................................................................
Library (including permanent capital of $2,747) ..........................................................................
Fund balance ............................................................................................................

1965

1964

$512,917
17,237
239,146
$769,300

$443,440
10,459
285,335
$739,234

$ 51,613

$

617,062
100,625
717,687
$769,300

638,614
100,620
739,234
$739,234

$ 28,127
22,727

$ 26,837
(1,457)

S T A T E M E N T S O F C H A N G E S IN F U N D B A L A N C E
Years Ended August 31, 1965 and 1964
Receipts:
Income from securities, less custodian fees .....................................................................................
Gain (loss) on sale of securities.........................................................................................................
Contributions received:
For support of accounting research p rogram ..........................................................................
Miscellaneous ....................................................................................................................................
Total ...........................................................................................................................
Disbursements:
Contributions to American Institute of Certified Public Accountants:
For library expense.........................................................................................................................
For costs of accounting research p ro g ram ...............................................................................
Stationery, postage and other expenses ............................................................................................
Total ...........................................................................................................................
Net increase (decrease) in F u n d ........................................................................
Fund balance, beginning of y e a r ..................................................................................................................
Fund balance, end of year ...........................................................................................................................

67,763
5_
118,622

166,370
32
191,782

4,000
135,792
377
140,169
(21,547)
739,234
$717,687

4,000
131,315
315
135,630
56,152
683,082
$739,234

Assets:
1965
Cash—savings accounts ...........................................................................................................................
$ 10,902
Cash—other ...............................................................................................................................................
13,908
Marketable securities, at cost (quoted market 1965—$563,074; 1964—$263,270) . .........
499,900
Accrued interest receivable..........................................................................................................................................422
$525,132
Fund balance:
General Benevolent Fund ..................................................................................................................
$333,065
Harold Burton Hart F u n d .....................................................................................................................
192,067
$525,132

1964
$104,105
6,255
213,165

AMERICAN INSTITUTE BENEVOLENT FUND, INC.
STA T EM EN T S O F ASSETS AN D FU N D B A LA N C E
August 31, 196 5 and 1964

$323,525
$323,525
$323,525

S T A T E M E N T S O F C H A N G E S IN F U N D B A L A N C E
Receipts:
Years Ended August 31, 196 5 and 1964
Bequest of Harold Burton Hart .........................................................................................................
$193,100
Other contributions..................................................................................................................................
5,415
Income from investments .....................................................................................................................
22,247
Total ...........................................................................................................................
220,762
Disbursements:
Assistance to members ...........................................................................................................................
16,415
Stationery, printing and other expenses ...............................................................................................................686
Legal f e e s ....................................................................................................................................................
1,451
Loss on sale of securities......................................................................................................................... .....................603
Total ...........................................................................................................................
19,155
Net increase in F u n d ..............................................................................................
201,607
Fund balance, beginning of y e a r ..................................................................................................................
323,525
Fund balance, end of y e a r ..............................................................................................................................
$525,132

$
17,857
13,311
31,168
9,880
866
2,667
13,413
17,755
305,770
$323,525

Note—Under the terms of the will of Harold Burton Hart, deceased, the American Institute Benevolent Fund, Inc., received a bequest on
June 24, 1965 in the amount of $193,100, to be known as the Harold Burton Hart Fund. The bequest provides that the income
derived therefrom be used for the purposes defined and expressed in the Benevolent Fund charter, with the request that in the distri
bution of such income, preference be given to any partner or employee of the firm of which the deceased was a member.

FR O M T H E

PAST PRESIDENT
T H O M A S D. F L Y N N

Response to the Challenge
has it that I am not
likely to be re-elected presi
dent of the Institute: With elec
tion of officers for the new year
only minutes away, this is un
doubtedly the last time that I
will have the privilege of ad
dressing you as your president. I
would very much like to comment
briefly on some of the activities
of the Institute which I have had
the opportunity of viewing at very
close range during this past year.
One very important activity has
to do with Senate Bill 1758 which
provides for the automatic ad
mission of lawyers to practice be
fore Federal agencies. As you
know, it also provides for a simi
lar right of admission for CPAs
to practice before the Internal
Revenue Service. Getting this
right for CPAs in the Senate bill
was particularly difficult. In fact,
we were only able to reach agree
ment on the language of the
amendment to the Senate bill
which gave us this right the day
before the bill was scheduled for
final hearing before the full Sen
ate Judiciary Committee.
My main point in commenting
on this bill is to emphasize that it
is important to us and should
have the full support of all our
members. It appears highly prob
able that the bill will pass the
Senate by a huge majority in the
near future. We hope that the bill
will have a smooth and rapid
R

um or

In his last official speech as presi
dent, Mr. Flynn gave his Dallas
audience a witty and incisive re
view of the years major activities.
In this excerpt he urges a vigorous
response to the greatest challenge it
has faced . . .’’—the computer age.

voyage through the House of Rep
resentatives. It will, of course,
maintain the CPA on equal status
with the lawyers in representing
others before the Internal Rev
enue Service. But, more impor
tantly, it will acknowledge for
the first time in a Federal law
our right to this status. Up to
now this right has been granted
to us only by virtue of Treasury
Department regulations.
Another Institute and APB ob
jective which has occupied a great
deal of my attention this past
year has been the need to obtain
greater participation and co-op
eration of a number of important
groups in our society in the con
tinued development of accounting
principles. I do not believe that
we can make the kind of steady
and persistent progress we all
want unless businessmen, particu
larly top management, including
financial officers, bankers, invest
ment officers, and security ana
lysts, all take a sincere interest
and give active support to the
search for improved financial re
porting.
In meeting with and speaking
to a number of these groups dur
ing the year, I have found an
increasing willingness on their
part to accept their responsibility
and to co-operate with the Insti
tute. Generally speaking, in the
past businessmen have not been
sufficiently concerned with the
accounting and financial report
ing problems of their industries
and of business in general. They
have focused too narrowly on the
financial reporting problems of
their own individual companies.
This is much too limited a view
of their business environment.
While the Institute through its

official representatives can do
much to encourage businessmen
to take a broader and wiser view
of such problems, we should not
forget that as individual CPAs
we can also exert much influence
in our daily contacts with busi
nessmen and other groups in our
business and financial community
to help them recognize and meet
their responsibilities in this area.
Do not leave it to the other CPA
to get the job done. Let us each
feel a personal responsibility to
act affirmatively.
I have been particularly pleased
with the interest and co-operation
of the Financial Executives In
stitute, one of the most powerful
and influential of the industry
groups. During the year the F E I
decided to step up its efforts sub
stantially in the area of account
ing principles research. Its Ac
counting Committee will be pro
vided with full-time staff, and the
Committee will attempt to reach
a consensus on drafts of account
ing research studies and Opinions
issued by the APB.
This is something that the F i
nancial Executives Institute has
never before attempted. Previous
ly, the members of its Accounting
Committee spoke separately as
individuals, with no effort made
to speak for the Committee as a
whole. The decision of the F E I
to reach a consensus will give the
views of its members much more
weight. The Committee intends
to support its conclusions with
well-reasoned arguments covering
all the major points involved.
We should recognize that the
various industry groups have not
been organized to deal effectively
with the many accounting prob
lems for which satisfactory an
swers have not yet been found.
We have to expect that it will be
some time before they will be
organized to discharge their re
sponsibilities fully. In the mean
time, we in the Institute must
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have extra patience, and lean for
ward, not backward, in our ef
forts to co-operate with them.
Think how much effort and time
has gone into organizing the Ac
counting Principles Board so that
it can be truly effective. And in
building our APB structure and
research effort we had a consid
erable head start in the work of
the old accounting procedures
committee.
Now that the Accounting Prin
ciples Board has passed through
its organizational and prepara
tory stage, I think we can be
justly proud of the progress which
it has made during the past year.
And the Report of the Special
Committee represents a significant
contribution to its development.
In the last year, the Board has:
► Established a staff to give
full time to the administrative
aspects of the work.
► Set up a system for using
subcommittees to concentrate on
specific projects.
► Formed a planning subcom
mittee to set priorities and target
dates.
► Begun gathering materials
for a fundamental study of the
premises and purposes of finan
cial reporting.
► Initiated a program for great
er participation by industry, gov
ernment, and others in the Board’s
work.
In the speech in which Alvin
R. Jennings projected the idea of
the Board some seven years ago,
he laid stress on research as a
basis for the promulgation of ac
counting principles. In accord
with that position, the APB has,
to date, initiated 17 research stud
ies, of which 8 have been com
pleted.
As you have heard earlier this
morning, both the APB and the
executive committee have already
begun to carry out a number of
the recommendations of the Spe
cial Committee with respect to
the selection and operation of the
APB. I would like to remind you,
however, that one of the basic
conclusions of the Special Com
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mittee was, “that the idea of an
Accounting Principles Board, and
the Board’s objectives, structure,
and procedures as originally con
ceived, are essentially sound.”
There is no question in my mind
but that this judgment of the
Special Committee expresses a
virtually unanimous view of the
entire profession.
A few months ago representa
tives of the Institute, including
the APB, met with the Commis
sioners of the Securities and Ex
change Commission, including
their staff, to discuss the program
of the Institute to improve ac
counting principles and financial
reporting. It was gratifying to me
in discussion with the Commis
sioners to find them so much in
sympathy with our program. If
we do not lessen our vigorous
execution of this program, I am
sure we will continue to merit
the confidence and support of the
SEC.
In seeking greater co-operation
from other groups, we in the
American Institute have tended to
overlook the contributions which
the American Accounting Associ
ation and the many professors of
accounting have made and are
making to accounting research. I
suspect that we have overlooked
these contributions simply be
cause we have taken them for
granted. We have expected the
professors to perform competent
ly and well, and they have. I
would like, therefore, to take this
opportunity to acknowledge pub
licly our debt of gratitude for
their splendid efforts.
Over the years, our profession
has successfully met a good many
challenges. I am convinced, how
ever, that the greatest challenge
which it has yet faced is how to
adapt to the age of the computer.
Most appropriately, the emphasis
of this annual meeting is on com
puters. What do we CPAs need
to know about them, and their
uses, and what is the best way of
acquiring this knowledge?
Business is engaged in a con
stant battle to avoid the produc

tion of useless and obsolete in
formation and reports. The intro
duction of tabulating equipment
greatly multiplied the production
of this kind of unneeded informa
tion. It presented our profession
with the expanded opportunity
of redesigning the information
systems, and of pruning away the
obsolete and unnecessary reports.
The computers and related equip
ment have already far outstripped
tabulating equipment in pro
ducing both useful and useless
reports. The computers have the
capacity to spew out information
at an almost undreamed of rate
and volume. He who can harness
this capacity usefully and effi
ciently will have a vital place in
our society. The computer and
related equipment will reach into
every corner of business activity
and will affect it profoundly.
The pace of change is accel
erating. It is a great deal later
than many CPAs think. We need
as a profession to have a deep
sense of urgency. We need, how
ever, to recognize clearly that
computers, and their applications
to business, cannot be mastered
by discussion at an occasional
meeting, or by the casual reading
of a few articles. We need to be
lieve deeply that unless our pro
fession achieves this mastery, it
will suffer a grievous, perhaps
mortal, blow. This kind of belief,
if keenly felt, should supply the
motive power for an all-out and
sustained effort over a period of
years. We can and must learn to
use the magnificent capabilities of
the computer, or it will bypass
our skills and render us and them
obsolete.
I am confident the profession
and the vast majority of our mem
bers will respond vigorously to
this challenge, that they will de
vote the necessary time and effort
to the mastery of the computers
in a rapidly changing environ
ment, and thus will provide to
business, to government, and to
the public the kind of enlight
ened service they have a right to
expect from our profession.

Hurdman
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To the Members of the American Institute
of Certified Public Accountants:

We have examined the statements of assets,

liabilities and

fund balances at August 31, 1965 of the American Institute of
Certified Public Accountants, the American Institute of Certified
Public Accountants Foundation, and the American Institute Benevolent
Fund, Inc, and the related statements of income and expense and fund
transactions for the year then ended.

Our examination was made in

accordance with generally accepted auditing standards, and accord
ingly included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances.
In our opinion,

the accompanying statements of assets,

lia

bilities and fund balances and of income and expense and fund trans
actions present fairly the financial position of each of the afore
mentioned organizations at August 31, 1965, and the results of their
operations for the year then ended, in conformity with generally ac 
cepted accounting principles applied on a basis consistent with that
of the preceding year.

Certified Public Accountants

New York, New York
September 17, 1965

E T H

I C S

Xmas ethics
Q. A member asks whether Rule
3.01 on advertising would pre
vent him from sending, to cli
ents and friends, Christmas cards
or other forms of holiday greet
ings, or desk calendars, bearing
his firm name or his own name
and professional designation.
A. It is not improper for a mem
ber to send to clients such greet
ings in his firm’s name, or in
his own name as a CPA. If he
wishes to send cards to friends
or business associates, some of
whom may be the clients of other
public accountants, the greeting
should be a personal one, and it
should not be sent in the mem
ber’s firm name, nor should his
professional title be shown.
Distribution by a member, even
to his own clients, of a desk calen
dar bearing the member’s firm
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name and CPA title is contrary to
Rule 3.01. Such material might be
displayed by the client and thus
serve as a means of indirect ad
vertising in violation of Opinion
No. 2.

I f you review a b o o k . . .
Q. A member who has been re
quested by a publisher to review
a tax record and travel expense
booklet submits favorable com
ments on the booklet. Would it be
proper for him to permit the pub
lisher to reproduce his letter,
which was written on the mem
ber’s letterhead, and distribute it
as part of the sales promotion for
the booklet?
A. The ethics committee believes
that the use of a member’s name
in a commercial venture of this
nature is of questionable taste
and that he should not therefore
acquiesce in the undertaking.
However, a member may permit
the use of such an endorsement
in a mailing limited to practi
tioners.

Competition announced
for AICPA grants-in-aid
The American Institute’s second
annual competition for grants-inaid for faculty research in ac
counting and for doctoral disserta
tions in accounting is now under
way . The first grants under the
program were awarded in the
early spring of 1965 to a profes
sor and five doctoral candidates
( The CPA, June65, p.2).
The competition for a post
doctoral grant is open to any full
time member of a college or uni
versity professorial staff, provided
that at least one-half of his teach
ing load is in accounting subjects.
An applicant for a dissertation
grant must be working for the
doctorate at a school that is a
member of the AACSB and “must
express an intent to become a
teacher of accounting.”
Address applications for grants
to: Chairman, Committee on Re
lations with Universities, Amer
ican Institute of CPAs, 666 Fifth
Avenue, New York, N.Y. 10019.
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President Johnson signs
right-to-practice bill

Trial Board to im pose
stiffer penalties

Status o f Accounting
R esearch Bulletins

Action n eed ed on
CPAs ’ retirem ent plans

What is the typical
CPA candidate like?

S 1758, which would eliminate special enrollment requirements for CPAs to
practice before the Treasury Department was signed into law on November 8 by
President Johnson. It acknowledges for the first time in Federal statute the
right of lawyers and CPAs to practice before the Treasury. The law also provides
for the automatic admission of lawyers to practice before all other Federal
agencies with the exception of the Patent Office.

Members who violate the By-Laws and the Code of Professional Ethics will be
confronted with stiffer penalties than those imposed in the past, the Trial
Board announced at the Institutes recent annual meeting. What brought about
this decision, and what those penalties may be, are explained in the story on
page 3.

Fulfilling an October 1964 directive of Council, the APB has completed a
review of all outstanding Accounting Research Bulletins with a view to
determining whether any of them should be withdrawn or revised. The result,
Opinion No. 6, “Status of Accounting Research Bulletins,” was mailed by
October 26 to all Institute members.

Members must respond immediately to recent invitations from their state
societies to participate in the AICPA Retirement Plans if they are to get 1965 tax
deductions. There is little time left to meet Treasury conditions. Information
is available by telephone, wire, or letter to the Trustee, Manufacturers
Hanover Trust Company, 350 Park Avenue, New York, N.Y. 10022, attention:
AICPA Retirement Plans.
What are the background, education, work experience of a “typical” CPA
candidate? of a superior CPA candidate? A preliminary analysis of a survey
carried out in conjunction with the November 1964 CPA examination
fills in the blanks (page 7).

“ Good offices ” L. H. Penney (Calif.), Claude Hamrick (G a.), and Marvin L. Stone (Colo.)
com m ittee appointed have accepted appointment to a special “good offices” committee which will
attempt to promote a satisfactory resolution of the conflict over rights to practice
in the State of Florida ( The CPA, Oct.65, p.2).
The committee has been instructed to report on its efforts to Council in the
spring.

The CPA, November 1965. Published monthly, except July-August when bimonthly, for membership of the AICPA, Inc. Vol. 45,
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From Prediction to Preparation
profession will not
wait for the future to ar
rive and then try to adapt itself to
new conditions. Rather, a pro
gressive profession will do some
long-range planning, probably a
lot of it.
Long-range planning involves
two steps: The first is trying to
discern the shape of the future.
The second step is to lay out
courses of action designed to cope
with future problems. Only from
such a planning program can we
profit from opportunities.
In my opinion, admittedly
somewhat biased, the profession
has done an excellent job with
respect to the first of the two steps
of rational long-range planning —
that is, the process of prediction.
Whether the profession, either
as a body or as individual mem
bers, is doing a good job with re
spect to meeting the professional
circumstances which have been
predicted is, however, a moot
question.
Let me explain.
An important — possibly the
major — conclusion of the longrange study was that there is tre
mendous potential for expansion
of the profession’s services in the
years ahead.
The increasing sophistication of
computers, for example, is leading
to integrated management infor
mation systems. It is certain that
A

d y n a m ic

President Trueblood spoke to the
Association of CPA Examiners in
D allas in September on “Examining
the CPA’s Future.” The portion of
his remarks printed here applies to
all CPAs as the profession turns
from predicting its future to prepar
ing to achieve its objectives. In a
related message on page 4 John L.
Carey tells how the Institute is car
rying out this part of the program.
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in the future each business or
ganization will devise a single
system for processing all of its
management information needs.
This integrated data system will
encompass all functional fields —
marketing, production, research,
finance, personnel, etc.
Since management’s needs for
information are not rigidly com
partmentalized, an integrated sys
tem is a logical development.
Further, setting up separate data
systems for each functional area
of a business will obviously be
economically impractical in the
future. But, more importantly, the
various activities of a company
are directed toward a single set
of economic objectives. Accord
ingly, the data necessary for man
aging an enterprise tend to form
a body of integrated information.
It follows that, within our time,
audits will encompass the entire
management information system.
Audits of the future will not be
concerned only with financial
data.
Today accountants are primar
ily concerned with historical
events. But, in coming years, we
may be called upon to make ex
trapolations of financial and eco
nomic data in order to provide
clues for the future.
It has been suggested, also, that
CPAs should make audits of man
agement performance — the kind
of performance not measured
only by the dollars and cents of
profit and loss. How far an eff ort
to measure the more qualitative
aspects of management perform
ance can be meaningfully carried
is an open question, but it is one
we should consider.
In short, there is an enormous
and mounting demand by virtu
ally all segments of society for
gathering quantitative data, for

reliable verification and interpre
tation of such data, and for mak
ing meaningful judgments based
upon it.
CPAs have the basic qualifica
tions for meeting these new de
mands. CPAs are trained in the
classification and analysis of quan
titative and economic data. Even
more importantly, CPAs are rec
ognized as independent and ob
jective professionals of integrity.
Unfortunately I do not regard
it as at all certain that account
ants will be chosen to perform all
of these newer functions. Other
vocational groups can claim com
petence for the tasks — econo
mists, the computer experts, and
statisticians. And the competition
will be fierce.
A disadvantage for us account
ants, I believe, is to be found in
our long successful history, and
the quite special position we have
enjoyed in society for so many
years. Complacency could be our
undoing, if we were to permit it
to take hold.
We CPAs, I fear, have tended
to become ingrown — so preoccu
pied with our own specialties that
we may have failed to keep
abreast of the larger world. But
accounting must relate to that
larger socio-economic world if it is
to remain a vital and a viable
profession.
I think we should ask ourselves
whether our characteristic con
servatism may occasionally go too
far. Are we, for example, contin
uing certain practices chiefly be
cause they are what was best in
the past? Are we making meas
urements useful to business as it
is today? And are we effectively
communicating those measure
ments and evaluations which
should be known about business
in today’s world?
If CPAs are going to grasp the
opportunities that lie before them
— for service to society, for pro
fessional fulfillment, and for per
sonal development — they must
prepare for the enlarged role fore
shadowed by the long-range
study.

—or of any other offense which
tends to discredit the profession;
or
(2 ) any CPA certificate he
holds has been revoked for dis
ciplinary cause; or
salutary effect, its value as a de
(3 ) he has been shown to be
terrent is questioned. It is appro
recalcitrant in his relations with
priate only when persuasive miti
the ethics committee or the Trial
gating circumstances are present.
Board and there is a valid basis
for
his expulsion; or
► Suspension when imposed
(4
) he is guilty of gross negli
should ordinarily be for a period
gence
in the practice of public
of at least one year.
accounting or crass ignorance of
► A member should ordinarily
accounting or auditing standards.
be expelled if:
“These guidelines may,” the re
(1 )
he has been convicted of port continued, “be changed from
bribery, embezzlement, extortion,
time to time by the Trial Board
forgery, larceny, perjury, tax eva
and whether changed or not are
sion—either through failure to file
not intended to mean that they
a personal income tax return, or
must be rigidly adhered to in all
through filing a fraudulent return
cases.”

Trial Board announces decision
to impose stiffer penalties
Heavier penalties should be as
sessed against members found
guilty of violating the By-Laws or
the Code of Professional Ethics,
the Institute’s Trial Board con
cluded at its meeting in Dallas
on September 19.
The conclusion was based on a
report of a subcommittee ap
pointed to study the penalties
meted out over the past twentyfive years and to make recom
mendations for the future. The
subcommittee’s report, which was
approved by the Board, indicated
no discernible pattern in the pen
alties levied in the past but said
that such lack of consistency was
to be expected, since cases must
be decided on widely varying fact
situations.
“Nevertheless,” the subcommit
tee reported, “a respondent is
treated most fairly when he re
ceives a penalty consistent with
other penalties for like offenses.”
The subcommittee therefore de
veloped, and the Trial Board ap
proved, certain guidelines for pen
alties within the framework of the
By-Laws. In substance the guide
lines are as follows:
► The name of a respondent in
a disciplinary hearing should be
disclosed in the statement of the
case published in The CPA, ex
cept in the most unusual circum
stances. Such disclosure is re
garded as an important part, if
not the most important part, of
the penalty. Because members
seeking correspondents may rely
on the mere fact of a practition
er’s membership in the Institute,
they have a right to know the
identity of persons who have not
complied with professional stand
ards.
► Admonition is the least severe
of the authorized penalties, and
while it may occasionally have a

President Trueblood urges ACPAE
to undertake its own LRO project
The Association of CPA Ex
aminers, which held its annual
meeting in Dallas just prior to the
Institute’s meeting, heard Robert
M. Trueblood exhort the profes
sion to convert its long-range
planning efforts from predicting
the future to planning for it. ( Ex
cerpts appear on page 2.)
He also urged the ACPAE to
engage the state boards in a
planning effort under its own co
ordination. As examples of what
an “Examiners’ LRO project”
might consider, he suggested:

Revision of curriculum content
—“regulatory groups should liber
alize their educational require
ments in these changing times
when so many educational insti
tutions are almost annually chang
ing their concepts of curriculum,
course content, and objectives.”

Upgrading educational stand
ards — ". . over time, post-gradu
ate study devoted principally to
accounting and business admin
istration will be required for the

CPA certificate. Current recogni
tion of this longer range educa
tional objective is apparent today
in the rapidly increasing prac
tice of offsetting higher degrees
against experience requirements.”

Increasing uniformity — ". . we
should consider what can be done
in order to achieve greater uni
formity in certification require
ments and in eliminating barriers
to interstate practice. But, since
accounting is rapidly becoming
international in scope, what pres
ent steps should be taken to in
sure ultimate uniformity of stand
ards of performance and qualifi
cations in international practice?”

Bank Confirmation Requests
The American Institute has been
asked to recommend that its
members include bank account
identification numbers on bank
confirmation requests. This will
facilitate more immediate replies
from the banks.
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FROM THE

EXECUTIVE DIRECTOR
JOHN L. CAREY

"Future Shock”
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This disease is described by Alvin Toffler in Horizons (Summer
1965 issue) as being a result of the acceleration of cultural change
in our current society. Individuals faced with the need to adapt to
this stepped-up pace of cultural turnover may react with a “stopthe-world” feeling.
Some CPAs may react this way when the Institute suggests, for
example, that:
Computers may revolutionize accounting practice.
CPAs of the future may have to master mathematics and statistics.
More rigorous rules of ethics are essential to meet rising public
expectations.
The intervention of the Federal Government in the economy must
be reckoned with as a fact of life.
Fortunately the vast majority of CPAs recognize and accept the
necessity of adaptation to change, however radical it may seem.
They want to know what to do about it—not an easy question to
answer. The first thing to do is attempt to foresee what changes will
directly affect the accounting profession. As Mr. Toffler says, “A rough
idea of what lies ahead is better than none.” The Institute’s committee
on long-range objectives devoted nine years to this effort. The results
are summarized in the book The CPA Plans for the Future. So far,
however, less than 8,000 of the Institute’s 54,000 members are in
possession of the book. It would be optimistic to assume that all of
those who own it have read it.
Even the predictions in this book may prove to be too cautious. For
example, Mr. Toffler says that the sheer quantity of information is
now doubling every ten years. “All . . . organizations may either have
shorter life spans or be forced to undergo incessant and radical re
organization. . . . The entire occupational structure of society will be
overthrown. A great many professions simply will not exist, and new
ones as yet unpredicted will spring up. . . . Individuals may need
to be trained to serve successively in three, four, or half a dozen dif
ferent professions in the course of a career.”
In any event, having read the future as well as possible, the second
thing to do is plan to adapt to it as well as possible.
The Institute has now embarked on an ambitious planning effort,
under the direction of a planning committee of younger members who
have a special interest in what happens in the next twenty years.
It is possible that some members will be skeptical of these activities.
They may wonder why the Institute spends time and money on
peering into the future, instead of concentrating more on practical help
with their day-to-day problems.
But this planning effort may prove to be the most important project
the Institute has ever undertaken. And actually, it neither costs very
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much money in relation to the
total budget of the Institute, nor
is it interfering with any of the
day-to-day services available to
the members.
The new planning committee
has barely had time to organize
itself. However, it has made some
decisions as to how to go about
its job. The first step is to isolate
the problems which deserve pri
ority attention. This task is nearly
finished. Next the committee will
try to get all the reactions pos
sible to these priority questions.
Reactions will be gathered from
small seminars being held this
fall in various parts of the coun
try, through state society meet
ings, regional conferences, gradu
ate study conferences, comments
of Institute committees, letters
from individual members and so
on. Indeed, a good deal of in
formation and opinion of this na
ture has already been accumu
lated and is being analyzed.
When the planning committee
has made up its own mind what
ought to be done in any major
problem area, it probably will
make an interim report, so that
there can be preliminary discus
sion throughout the profession
before final recommendations are
presented for action.
Part of each recommendation,
it may be expected, will be sug
gestions as to what should be
done with regard to each prob
lem area by the Institute, by state
societies, by accounting firms and
practitioners, and by individual
members.
The
executive
committee’s
charge to the planning committee
assumes that it can complete its
task in three years. This may
prove to be optimistic. It already
seems likely that planning will
be a permanent, continuing part
of the Institute’s program. It
should also be a permanent part
of every CPA firm’s program, if
“future shock” is to be avoided.

Uniform questionnaire profiles
the “ typical” CPA candidate
Obtaining the profile of a typi
cal CPA candidate is not quite as
simple as asking some 11,300 can
didates to make appropriate mark
ings on an IBM questionnaire
(see sample below)—but it’s a
start.
And that’s just what the Asso
ciation of CPA Examiners, the
state boards of accountancy, and
the American Institute have done.
Last November, with the co
operation of forty-three of the
fifty-three jurisdictions, candi
dates sitting for the examination
completed a “uniform statistical
information questionnaire.” After
the state boards completed their
work on the questionnaires, they
were forwarded to the Institute
for processing on an IBM 1230
Optical Mark Scoring Reader
which produced a punched card
for each candidate. The cards
were then turned over to a com
puter center for processing.

General characteristics
This is the picture that emerged
from a preliminary analysis of the
questionnaires:
The typical CPA candidate to
day is a male, about twenty-eight
years old, and is sitting for the
CPA examination for the second
time.
He is a college graduate who
has majored in accounting and
had a grade average of about B —.
His undergraduate work in
cluded about thirty semester
hours of accounting and one
course in business law. He has
done no graduate work.
He has been out of college for
at least three years and has had
about three years of work ex
perience with a CPA firm. There
is a fifty-fifty chance that he has
had some formal coaching course
preparation, most likely in a resi
dence course.

Incidentally, three per cent of
the candidates are women. The
analysis shows that they are ap
proximately as successful as the
men in passing the examination.
If these are the traits of the
typical candidate, what are the
traits of the best candidate — the
one who passes all four subjects
of the CPA examination at the
first sitting?
Based on questionnaires re
turned by 345 of these candidates
( a greater number passed all four
parts in November 1964 but not
all returned the form), this pic
ture emerges:
He is a male college graduate
who majored in accounting and
is less than twenty-five.
He, too, has had thirty semester
hours of accounting courses and
has done no graduate work.
But he has had two courses in
business law, had a B academic
average, and has been out of col
lege less than two years.
He has had about one year of
work experience with certified
public accountants and probably

took a residence coaching course.
The analysis, therefore, leads to
these conclusions: The highly suc
cessful candidates are younger,
brighter, better prepared in com
mercial law and have received
more coaching than the typical
candidates. They have had less
work experience, probably be
cause they passed the examination
early in their careers.

Use of data
Why the questionnaire?
First, there has not been a re
cent attempt to characterize the
typical CPA candidate.
Second, the accumulation of
data will provide background for
legislators making decisions re
garding pending legislation, mem
bers of state boards evaluating the
effectiveness of their regulations
and administration, educators
making decisions regarding cur
riculums, employers weighing the
capabilities of staff members and
their chances of passing a CPA
examination, and CPA candidates
making their career decisions.
Third, over a period of time,
the accumulation of data will also
indicate the trend in the caliber
of the young people seeking to
enter the accounting profession.
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Members write on Junior Achievement,
professional nature of tax work
Referring to Mr. Carey’s ar
ticle in the July-August CPA
(p.4) regarding “The ‘Dirty Busi
ness’ Attitude,” I want to add one
encouraging note in an otherwise
very deplorable situation.
Junior Achievement recognized
the need for economic education
and enlightenment of high school
students in the area of our free
enterprise system many years ago
and has been carrying on a very
successful program to bring the
word to as many students as pos
sible. Officially, the American In
stitute has been very helpful to
JA and has considered it a very
worthwhile movement. I would
like to suggest that our individual
members should each support the
Junior Achievement movement
financially and through personal
efforts on a local basis. I can as
sure them they will find it a most
worthwhile experience.
W a y n e J. A l b e r s

Cleveland, Ohio
In John Lawler’s answer to
Larry S. Kamanitz’ letter on
the Multer Bill ( The CPA,
Sept.65, p.11), which would pro
hibit certain banks from prac
ticing tax accountancy, he men

tions services that the Institute
offers the small practitioner. The
list is impressive.
In addition to the points raised
by Mr. Kamanitz, which I believe
to be well taken, the effect of
the banks’ intrusion in the area
of income tax preparation on the
small business and professional
man is relevant. We should sup
port the thesis that tax work is
professional rather than clerical.
Proper tax practice requires a
practitioner qualified for the task.
In dealing with such a practi
tioner, Mr. Businessman is made
aware of other phases of ac
counting, and consequently his
understanding of the potentials
inherent in professional account
ing increases. All this serves to
enhance the public image of the
CPA.
Out of consideration for the
profession itself, the numerous
small practitioners, and the pub
lic for whom we must accept
some responsibility, I strongly
urge that Mr. Kamanitz’ proposal
be adopted and that our attitude
toward the Multer Bill be further
discussed.
D avid S h e p l a n

Baltimore, Md.

Weldon Powell
Weldon Powell, the man who
guided the creation of the Ac
counting Principles Board and
who served as its first chairman,
was killed in an automobile acci
dent on October 24.
Mr. Powell’s wife, and AICPA
member Herman Muller and his
wife, also died as a result of the
accident. The two couples were
returning from an installation cer
emony at Ithaca College in Ith
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aca, New York, where Mr. Muller,
chairman of the college’s board
of trustees, had just inducted Mr.
Powell as a fellow trustee.
In addition to his major role in
the Institute’s accounting princi
ples program, Mr. Powell was
a member of the Institute’s gov
erning Council from 1962 to 1965
and served as chairman of the
committee on specialized account
ing from 1960 to 1962.

Statements on
Auditing Procedure No. 35
Statements on Auditing Proce
dure No. 35, "Letters for Un
derwriters," was mailed during
the week ending November 20
to all members of the American
Institute of Certified Public Ac
countants. Any member who did
not receive his copy can obtain
one by writing to the Institute.

Unanswered questions
on a Federal return
As all practitioners know, when
a CPA signs the preparer’s decla
ration on a Federal return, he de
clares that, based on all informa
tion of which he has any knowl
edge, the return is true, correct,
and complete.
But if one or more questions on
a Federal return have not been
answered, then the CPA is faced
with the problem of whether or
not to sign the preparer’s declara
tion.
The responsibility of the CPA
in regard to the questions asked
on a Federal tax return which he
prepares is the subject of an ex
posure draft of proposed State
ment No. 3 of the Statements on
Responsibilities in Tax Practice,
prepared by the American Insti
tute’s committee on Federal tax
ation.
A copy of an exposure draft of
this statement has been sent to
the Institute’s executive committee
and to members of the state so
ciety committees on Federal tax
ation. Any AICPA member may
obtain a copy of the exposure
draft from the Institute.
Statement No. 1, issued in Sep
tember 1964, considered situa
tions under which a CPA may or
may not be a preparer of a Fed
eral tax return. Statement No. 2,
issued in August 1965, considered
the question of whether a CPA
who reviews a Federal tax return
which he did not prepare may, in
his discretion, assume the pre
parer’s responsibility.

Minutes of the Annual Meeting
Dallas, Texas, September 20, 1965
seventy-eighth annual meet
ing of the American Institute of
Certified Public Accountants con
vened at 9 :0 0 a . m . , September 20,
1965, at the Sheraton-Dallas Hotel,
Dallas, Texas. President Thomas D.
Flynn presided.
T h e

Invocation
The president introduced the Rev
erend Harles Cone, Assistant Min
ister of the Park Cities Baptist
Church, who gave the invocation.
Address of Welcome
The Honorable Eric Jonsson,
Mayor of Dallas, welcomed the
members of the Institute to the City
of Dallas.
Approval of Minutes
Minutes of the annual meeting of
October 5, 1964, were approved as
printed and circulated to the mem
bership.
Report of the Auditors
Fred H. Kelley, Jr., of the firm
of Hurdman and Cranstoun, pre
sented the report of the auditors.*
Introduction of Guests From
Other Countries
The chairman introduced the fol
lowing guests from other countries
who extended greetings from the
accounting organizations in their
respective countries:
Ralph L. Bamford, president of
the Canadian Institute of Chartered
Accountants;
Manuel Fernandez
Marquez, president of the Insti
tuto Mexicano de Contadores Pu
blicos; Jose Manuel Pintado, presi
dent of the Colegio de Contadores
Publicos de Mexico; Washington
SyCip, past president of the Philip
pine Institute of Certified Public
Accountants.
Introduction of Past Presidents
The chairman announced that it
was his pleasure to introduce the
*See the October CPA , pages 18-20 and 23.

following past presidents of the In
stitute:
T. Coleman Andrews, George D.
Bailey, Percival F . Brundage, Ar
thur B. Foye, Clifford V. Heim
bucher, L. H. Penney, John W.
Queenan, J. S. Seidman, Maurice
H. Stans, J. Harold Stewart, Arthur
C. Upleger, T. Dwight Williams and
John H. Zebley, Jr.
Report of Council
At the request of the chairman,
Bernard B. Isaacson presented the
report of Council. Upon motion duly
seconded, the report of Council and
all acts of Council during the year
were approved.
Report of the President
President Flynn presented his re
port to the members.
Election of Officers and
Members of Council
The chairman announced that the
next order of business was election
of officers and members of Council
for the ensuing year. Upon request
of the chairman, Clifford V. Heim
bucher presented the report of the
committee on nominations.
The chairman of the committee
on nominations proposed Robert M.
Trueblood, of Illinois, for president.
It was moved and seconded that
the nominations be closed and that
the secretary cast one ballot for the
election of Mr. Trueblood. The mo
tion was carried, the ballot was cast,
and Mr. Trueblood was declared
duly elected. The new president was
then escorted to the dais.
The following members, proposed
for the offices of vice presidents and
treasurer, were nominated by the
committee on nominations.
Vice Presidents: Malcolm M. De
vore, N.Y.; Claude M. Hamrick,
Jr., Ga.; Gerald C. Schroeder,
Mich.;
James
VanderLaan,
Colo.
Treasurer:
N.Y.

David

F.

Linowes,

It was moved and seconded that
the nominations be closed and that
the secretary cast one ballot for the
candidates named. The motion car

ried, the ballot was cast, and the
members named were declared
elected.
Mr. Heimbucher presented the
names of the following members
proposed for members of Council
at Large, for members of Council
for three-year terms, and for mem
bers of Council to fill vacancies
created by the election of officers,
deaths, and the resignation of a
Council member:
For Council Members at Large
(Three-year terms)
Kenneth S. Axelson, N.Y.
Gordon Ford, Ky.
Thomas J. Graves, N.Y.
Ralph E . Kent, N.Y.
E. C. Leonard, Jr., Okla.
Robert K. Mautz, Ill.
Walter J. Oliphant, Ill.
(Two-year terms)
Karney Brasfield, Washington,
D.C.
Walter E. Hanson, N.Y.
Leslie A. Heath, N.C.
George S. Olive, Jr., Ind.
(One-year terms)
Horace G. Barden, Ill.
Maurice J. Dahlem, Calif.
Hilliard R. Giffen, Calif.
Marvin L. Stone, Colo.
For Members of Council
(Three-year terms)
Winston Brooke, Ala.
LeVerne W. Garcia, Calif.
Charles R. Lees, Calif.
Lorin A. Torrey, Calif.
Ralph R. Bartsch, Colo.
Frank A. Gunnip, Del.
Harold J. Bobys, Washington,
D.C.
Barney Bernstein, Fla.
Harry W . Bower, Fla.
John H. Peterson, Idaho
Robert S. MacClure, Ill.
Harry Faris, Kan.
Abner E. Hughes, La.
Harold C. Chinlund, Md.
Herman Stuetzer, Jr., Mass.
Paul F. Icerman, Mich.
Willard E. Slater, Mich.
E. Palmer Tang, Minn.
Edward A. DeMiller, Jr., Miss.
John D. Crouch, Mo.
Warren B. Cutting, N.Y.
Samuel J. Duboff, N.Y.
Thomas B. Hogan, N.Y.
John E. Lennox, N.Y.
J. William Stewart, Jr., N.C.
Elmer G. Beamer, Ohio
Richard C. Rea, Ohio
Miles A. Hall, Jr., Okla.
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Sol J. Meyer, Ore.
Norman E . Swanson, Ore.
H. Edward Brunk, Jr.,. Pa.
Samuel Horovitz, Pa.
John L. Moneta, Pa.
Lawrence M. Walsh, Pa.
Irving Yaverbaum, Pa.
Luis E . Cintron, P.R.
Curtis H. Cadenhead, Texas
Ralph Reed Olsen, Utah
Samuel A. Derieux, Va.
John W. Ullrich, Wis.

For Council Member at Large
(Two-year term to fill vacancy)
Roger Wellington, Mass.

For Members of Council

Election of Committee
on Nominations
The chairman announced that the
next order of business was the elec
tion of five members of the com
mittee on nominations for the cur
rent year, stating that in accordance
with the provision of the By-Laws,
the Council had elected Thomas D.
Flynn, of New York, and Ernest A.
Berg, of Massachusetts, to serve on
the nominating committee, the first
named to act as temporary chairman
until the committee elected a perma
nent chairman. The following were
nominated:

(Two-year terms to fill vacancies)
Robert T. Herkner, Mich.
Gordon F . Gardner, N.Y.
Don J. Summa, N.Y.

Charles Bennett, La.; Carl Lipoff,
Mo.; Robert J. Murphey, Ill.;
Lawrence J. Scully, Pa.; Kenneth
L. Thompson, Calif.

(One-year terms to fill vacancies)
Walter M. Baird, Calif.
Albert J. Bows, Jr., Ga.
Sidney A. Champagne, La.

It was moved and seconded that
the nominations be closed and that
the secretary cast one ballot for the
election of those named. The mo
tion carried, the ballot was cast, and
the members named were declared
elected.

A motion was made and seconded
that the nominations be closed and
that the secretary cast one ballot for
the election of the Council mem
bers named. The motion was car
ried, the ballot was cast, and the
members named were declared
elected.

Recess
The meeting recessed at 10:40
and reconvened at 2 :3 0 p .m .

a .m .

Address
The chairman introduced The
Honorable Sheldon S. Cohen, Com
missioner of Internal Revenue, who
addressed the members present.

Report of the Committee on Awards
Arthur B. Foye, chairman of the
committee on awards, presented the
Institute’s gold medal award to
Thomas G. Higgins.

Elijah Watt Sells Awards
Lorin H. Wilson, chairman of
the Board of Examiners, presented
the Elijah W att Sells Awards to
candidates who had received the
highest grades at the November
1964 and May 1965 CPA examina
tions.

Presentation of
Past President’s Badge
The chairman introduced Clifford
V. Heimbucher who presented a
gold past president’s badge to
Thomas D. Flynn.

Adjournment
The meeting adjourned sine die at
3 :4 0 p .m .
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Interpreting the The Treasury has already issued interim regulations for the recently enacted
Federal practice law Federal agency practice bill, S 1758, which eliminates Treasury card appli
cation procedures for lawyers and CPAs. To assist members in interpreting these
interim rules, The CPA interviewed several Treasury officials. The agency’s
answers to our questions appear on page 7.
C om puter program
study reports
to be released

The first phase of the Institute’s computer program has been completed, and
some of the results of the six-month eff ort have been assembled in a series of
special study reports. Starting in early 1966 these reports will be mailed auto
matically to offices of members. They cover such areas as the scope and
trends of “software”; relationships among CPAs, banks and service bureaus; and
current professional problems relating to EDP.

Ethics, the com puter,
and the CPA

As more and more CPAs utilize the computer, novel questions are raised with
regard to the Code of Professional Ethics. Three articles in this issue explore various
aspects of the problem: A new EDP subcommittee of the committee on
professional ethics and the job it faces are reported on page 3; a selection
from the new AICPA book, Ethical Standards of the Accounting Profession,
defines the situation on page 4; and excerpts from a discussion between John L.
Carey and John D. Madden, Executive Director of the Association for Com
puting Machinery, present the operational implications on page 5.

President Trueblood
announces 1 9 6 5 -6 6
committee appointments

A total of 1,135 Institute members representing every state in the Union are
now serving on Institute committees. The total includes 569 members serv
ing on various committees and 566 members who serve on the membership
promotion committee. The committee appointment system permits that in
any given year a president can appoint no more than one-third of the total,
due to the fact that most appointments are for three years. A limited number of
copies of the new committee list are available from the Institute’s member
ship relations department.

New bank comm ittee
to m eet

Also in this issue:

The first meeting of the Institute’s new committee on relations with bankers
and other credit executives and representatives of the American Bankers
Association is scheduled for January 10. The two groups will explore such items
of common interest as accounting principles, audit of banks, and computer
services rendered by banks.
News of a proposed special annual Opinion of the Accounting Principles Board
(page 8 ); recent actions of a sub-board of the Trial Board (page 3 ); and
excerpts from Institute testimony given in Washington, D.C., on the Treasury’s
proposed consolidated tax return regulations (page 6).
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PRESIDENT
R O B E R T M. T R U E B L O O D

A Forward-Looking Forum
A few weeks ago I had the
good fortune to be leader of
an LRO seminar, arranged in co
operation with the Illinois Society
and sponsored by the Institute’s
planning committee. It lasted two
days and was attended by four
teen CPAs besides myself.
As readers of these pages know,
the planning committee has been
charged to propose specific means
for implementing ideas developed
by the AICPA long-range objec
tives committee. The planning
committee is now sponsoring a
series of small-group discussions,
or seminars, as one way of obtain
ing the benefit of views and sug
gestions from the membership.
I am using this space to report
on the seminar because I found it
extraordinarily stimulating and
heartening. Discussion was frank
and thoughtful, and all the men
around the table shared in it.
Many of the ideas expressed were
new, at least to. me, and, in my
judgment, well worth careful
study.
The youngest of the partici
pants was 28; the oldest, 44. They
included a man from a firm with
two partners, another from a
three-partner firm, and members
of four of the biggest firms. All
had been asked to read John L.
Carey’s book, The CPA Plans for

President Trueblood recently par
ticipated in an LRO seminar spon
sored by the Institute’s planning
committee. In this column he reports
his reactions to the experience—“I
found it extraordinarily stimulating
and heartening. Discussion was
frank” — and also provides a sam
pling of the actual give-and-take.
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the Future, by way of prepara
tion, and each had been asked to
“kick off” discussion on a particu
lar topic by giving a brief presen
tation of the issues and oppor
tunities involved, as he saw them.
A matter of communication
Apart from the specific ques
tions and suggestions, a general
feeling among the participants
was that many of the tasks facing
the profession come down to a
matter of communication — better
communication within the profes
sion itself and between it and
such other groups as the business
community, the academic com
munity, and the general public.
There were several comments
that the profession is perhaps too
“product-minded” as contrasted
with being “consumer-minded.”
As I understand the terms, “prod
uct-minded” meant a tendency to
perform functions from habit, such
as perfunctorily using the stand
ard short-form opinion. “Con
sumer-minded” meant finding out
what business and the public ex
pect from accountants, such as
consulting on budget forecasts or
using statistical sampling in in
ventory determinations.
Although the thought was not
stated explicitly at any time dur
ing the two days, I had a distinct
impression as I listened to the
younger men that they believe
deeply that accountants — not for
their own profit but for the pub
lic good — should have greater in
fluence on business practices than
they have had in the past.
The flavor of the exchanges can
best be realized, perhaps, from
samplings of the actual remarks:

“Communication is one of our
greatest problems. I read a hun
dred or more annual reports of
nonclients every year, and many
reports of clients. If you do the
same thing, you must have con
cluded as I have that financial
statements are basically written
by accountants for other account
ants. Notes to statements, in my
opinion, are unintelligible to the
layman. I think we have got to
develop better ways of reporting
to the investing public.”
“That’s right. Much of what is
in the financial statements is ig
nored, whereas pictures, the pres
ident’s letter and all the rest are
read. Some of us read published
reports in draft shape. But we
never seem to get to grips with
what is said in the front part and
how it may be short of the target
or misleading. Is there any possi
bility we will ever accept any re
sponsibility for the rest of the
annual report, and, if so, what
form will that responsibility
take?”

Beyond the annual report
“I think the answer has to be
‘yes.’ If the president’s letter or
the text of the report doesn’t co
incide with what the accounts
show, we’d better speak our piece
or we’ll be in trouble.”
“I think we should get evidence
on this. For example, it is said in
vestors pay attention only to earn
ings per share. That is a question
susceptible to research. It is fine
to say investors need this and
want that. But where is the evi
dence? We don’t really know.”
“All I can say is, if you don’t
believe my statement about earn
ings per share, then you have
never been in a conference with
an underwriter or investment
banker when he was contemplat
ing the price at which an offering

might be made, or with a presi
dent or financial vice president
when he was talking about his
reported results.”
“We have to stop beating our
selves. I’m not suggesting we try
to hide our fallibilities. We are
fallible human beings — there is
no reason not to admit it. But it
seems to me sensible that we try
to work out technical problems
within our own counsels, and not
in the press.”
“Research is necessary. I feel
that today we do not give the
public what behavioral scientists
say the public wants.”
“Do we know what it wants?”
“I think we know substantially
more in the last five years than
was known in the previous two
hundred. But accountants are not
sufficiently experimental; before
they do something they want as
surances it is going to be accept
ed. I make a plea for a little more
experimentation in areas that
have no bearing on numbers. Af
ter all, we are preparing those
numbers for people.”

September 22 decision of sub-board
to expel two members becomes effective
► A sub-board of the Trial Board
found that John J. Williams, 220
Home National Bank Building,
Arkansas City, Kansas, had been
convicted, on his plea of not
guilty and a verdict of guilty by
the jury, of the crime of em
bezzlement and that he had com
mitted an act discreditable to the
profession. As a result of this con
viction, Mr. Williams was sen
tenced by the court to 15 years
imprisonment in the state peni
tentiary. The sub-board found
that he had been convicted of a
felony involving moral turpitude
and decided that he should be ex
pelled and that his name should
be mentioned in the statement of
the sub-board’s findings to be
published in The CPA. Since no
request for review of the sub
board’s decision was made by the
respondent, the decision became
effective on October 22, 1965.

► A sub-board of the Institute’s
Trial Board considered charges of
the ethics committee that John E.
Pierce, Jr., 115 South Palmetto
Avenue, Daytona Beach, Florida,
had committed an act discredit
able to the profession in that on
or about May 14, 1965, in the
Circuit Court of Volusia County,
Florida, upon his plea of not
guilty, a jury found him guilty of
grand larceny. Mr. Pierce was
thereupon ordered by the court
placed on probation for a period
of five years under the supervision
of the Florida Parole Commission.
The sub-board decided that he
should be expelled and that his
name should be mentioned in the
account of the sub-board’s find
ings to be published in The CPA.
Since no request for review of the
sub-board’s decision was made by
the respondent, the decision be
came effective on October 22.

“That is my point — how do
people react to what we provide?”
I must say that I found two
days of this kind of talk lively
and productive. If the Illinois
seminar was indicative of what
others in the series will pro
duce, the planning committee is
going to obtain from these meet
ings a great deal of material to
ponder. My exposure to this one
discussion has added to my confi
dence that our profession has im
mense vitality and that it can
shape a future of increased useful
ness and growing demand for its
services.
[ E d . N o t e : President Trueblood
is scheduled to speak on Decem
ber 13 at a meeting of the Los
Angeles chapter of the California
Society and on December 14 at a
meeting of the San Francisco
chapter of the society.]

Computer challenge prompts close look at Code
Practitioners want to know
whether the use of — or associa
tion with — a computer system in
any way violates the American
Institute’s Code of Professional
Ethics.
To investigate this and other
related problems, Ralph S. Johns,
chairman of the committee on
professional ethics, appointed in
October a subcommittee on data
processing and charged it with
reviewing “the Code of Profes
sional Ethics and the numbered
opinions in an effort to determine
what changes, if any, are neces
sary to meet the computer chal
lenge.”
A sampling of some of the
problems with which the new
subcommittee might have to cope
became evident during the Insti-

tute’s recent annual meeting in
Dallas when, at the close of one
of the technical sessions on auto
mation, the audience plied panel
members with questions such as
these:
“Can a CPA join with other
practitioners to perform computer
services?”
“Would the ethics committee
allow the CPA to advertise com
puter services some time in the
future?”
“Is an auditor considered lack
ing in independence when he ren
ders extensive machine account
ing services to clients?”
The three members of the sub
committee are: Henry C. Elfers,
N.Y., N.Y.; Darold H. Kirby,
Oklahoma City, Okla.; and Eric
H. Wiles, Seattle, Wash.
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New book discusses ethical aspects of computer challenge
Computer technology is impor
tant to CPAs not only because
of its impact on the accounting
systems of their clients, but be
cause of its influence on CPAs’
own practices.
Certified public accountants
from all parts of the country
report that their clients are be
ing solicited by service centers
offering to take over various
accounting functions, including
the preparation of balance sheets
and income statements. More re
cently, state and national banks,
many of which have computer
ized their own internal opera
tions, utilize the idle time on this
machinery to process accounting
data for their depositors and
others. Such services may be
widely advertised.
Computers can now process tax
data, make all the computations
and print individual, and even
corporate, tax returns. In addi
tion, they can perform many man
agement services, including cost
and distribution analysis, aging of
receivables, budget comparisons,
and inventory control.

The threat is. real
CPAs who have developed prac
tices largely consisting of book
keeping, write-up work and taxreturn preparation are clearly
threatened by these develop
ments. But the potential capac
ities of computers are so great
that it is impossible to predict
their ultimate impact on business
information systems, on the entire
spectrum of management plan
ning, control and decision-making,
and even on the independent
audit of financial statements.
Relying on the maxim “If you
can t lick ’em, join ’em,” many
CPAs have themselves decided to
provide mechanical or electronic
statistical or data processing serv
ices to small or medium-sized
businesses. There is no ethical
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Does the Code of Professional
Ethics need to be re-evaluated in
light of the computer challenge?
John L. Carey, executive director,
and William O. Doherty, manager
of professional ethics and state
legislation, AICPA, discuss the
problem in the following excerpt
from their new book, Ethical
Standards of the Accounting Pro
fession, which will be published

by the Institute this January.
impropriety in this. In fact, in
some ways it represents only a
speeding up of the write-up serv
ices which CPAs have rendered
for many years. But the ethics
committee has held in Opinion
No. 7 that members may ren
der such services to the pub
lic, either as part of their regular
accounting practices or in sepa
rate partnerships with others, only
if they abide by all the provisions
of the Code of Professional Eth
ics, notably those rules forbidding
advertising, solicitation and prac
tice in corporate form. Further
more, Opinion No. 11, interpret
ing the advertising rule, precludes
a member who offers these serv
ices from holding himself out
as a specialist in data processing.
The proscription against indicat
ing specialties would limit him to
holding himself out as a certified
public accountant.
In view of the computer chal
lenge, perhaps this position should
at least be re-examined. It rests
on Rule 4.05, which requires a
member to abide by the provi
sions of the Code when he ren
ders “services of the type per
formed by public accountants.”
But computerized accounting
services are now widely per
formed by lay corporations. If
CPAs cannot compete, they may
in effect abdicate the entire field
of internal accounting for small
business. The ultimate conse
quences, in terms of opportuni

ties for professional management
services, tax advice, and access to
new clients by young CPAs com
mencing practice, are difficult to
predict.
Yet, if CPAs are to compete by
offering computerized accounting
services themselves, it may be
necessary to permit them to an
nounce that they are equipped to
do so—as the service centers and
banks so widely advertise.
There are obvious dangers in
permitting advertising of any
services which CPAs perform.
Where will the line be drawn?
But the profession is confronted
by a new situation which could
not have been foreseen at the
time the present rules were
drafted. At the least, it deserves
serious and prompt reconsidera
tion.

Possible solutions
Of course, CPAs are free to of
fer EDP services to their own
clients. Some firms do this, but
the volume must be large in order
for the operation to be financially
successful. Other certified public
accountants have met this prob
lem in local areas by forming an
all-CPA computer center to offer
these services to other CPA firms
in the area. By this means they
have been able to raise enough
capital to purchase the necessary
equipment and to have a large
enough market to keep the ma
chines operating economically —
and without advertising or solici
tation. Such CPA computer cen
ters usually do not offer their
services to the public, except
through the medium of other
CPAs.
Under the existing ethics rules
and committee interpretations,
this method of performing EDP
services seems to offer Institute
members the best opportunity to
serve their clients in this chal
lenging field.

and roundtable explores operational implications of EDP
Many stimulating possibilities
of computer usage by CPAs came
up in a meeting held recently as
part of the Institute’s computer
program. Executive Director John
L. Carey and members of the
computer project team met with
John D. Madden, Executive Di
rector of the Association for Com
puting Machinery, whose mem
bership includes some 14,000 per
sons, largely users of computers.
Their conversation explored how
current computer trends may alter
the audit function and may re
quire an organized form of re
sponse from CPA firms toward
both their clients and the com
puter manufacturers.

A basic question
Mr. Carey explained one of
the accounting profession’s basic
questions concerning work with
the computer: Should CPAs con
sider input activities as mainly a
kind of electronic bookkeeping
and therefore concentrate their
professional attention on the out
put and systems-design aspects?
Or does data processing by com
puter involve a merging of record
keeping and analytical processes
which will require the CPA to
concern himself with the whole
process?
M r . M a d d e n : “If CPAs draw a
line and tell their clients — ‘this is
write-up work, you’ll have to get
somebody else to do it for you’ —
I think it would be a disservice, at
least to smaller firms.”
M r . C a r e y : “A good many peo
ple would agree with that point.
When a young CPA hangs out his
shingle, most of his first accounts
are those small businesses which
really need the basic data every
body must have to operate with
and to figure his taxes. Later, the
CPA may build this engagement
into an audit client and, in turn,
to a high level of management

CPAs may be asked to conduct
or provide for instantaneous au
dits of clients’ computerized in
formation systems. . . .
CPA firms could band together
to devise interchangeable comput
er programs. . . .
Manufacturers probably could
tailor computers to CPAs’ specifi
cations — if the firms can agree
on what kind of computers they
want. . . .

services, but he has to begin
somewhere. If so-called write-up
work is absorbed by banks or
service centers, the CPA may nev
er make contact with the small
businessman.”
“From the ac
countant’s viewpoint, that’s a defi
nite danger. If the firm says let’s
upgrade the profession by elimi
nating write-up work, some other
agencies will soon take over the
basic functions. They will get hold
of the basic financial data — and
data and information are power.”
Mr.

M ad d en :

Effects on auditing
The meeting went on to con
sider such questions as what nov
el problems will the auditor en
counter as computer development
progresses? and how much tech
nical knowledge must a CPA pos
sess in order to audit a computer
system?
M r . M a d d e n : “The controls can
be built into the computer sys
tem — but the auditor has to
verify that they are, in fact, built
in. I can see no alternative to the
CPA’s knowing enough about
these devices so that he can per
form this verification.
“The audit firm must be able to
recognize and establish the iden
tity of detachable components, be
cause it’s easy enough to put a
tape on the machine which pro
duces a seemingly proper report.

But how do you verify that the
memory of the computer actually
contains what’s in the report?”
M r . C a r e y : “This raises a par
ticular problem for our people.
As auditors they will be confront
ed by a growing variety of com
puters among their clients. The
individual client is generally us
ing one compatible complex of
EDP equipment, but CPAs will
meet with many diverse EDP ar
rangements among their different
clients.”
M r . M a d d e n : “If you are going
to audit through the computers,
you do have to know about the
individual types of machines.”
M r . C a r e y : “Will this require
ment for versatility extend also
to programs put on the machines
and for the computer languages
in which they are expressed? Per
haps some ‘Esperanto for com
puters’ would help reduce the
need for CPAs to be experts in
the many varieties of computer
languages.”
M r . M a d d e n : “A s you suggest,
the variety of present computer
languages poses a comparable
problem for CPAs to that posed
by the multitude of different mod
els of computers. The language
barrier should be reduced by the
increase in use of COBOL — the
‘common business-oriented lan
guage’ for computer programs.
Hopefully, for both CPAs and
their clients, this kind of trend
toward standardization may also
bear fruit in the equipment field.”

Computer-sharing for CPAs?
M r . C a r e y : “The computer rev
olution presents the average CPA
firm with some awesome demands
— high equipment charges, the
necessity to keep abreast of a fastchanging technology, the heavy
investment needed to develop
computer programs. Yet these
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problems are common to all firms.
Perhaps CPAs could define their
common computer needs, and
share these costs; for instance, in
developing standard programs ap
plicable to a wide range of cli
ents.
“A single CPA and his retailer
client might draw back from the
expense of developing a com
puterized sales analysis program.
But share the burden of formu
lating such a matrix program
among many CPAs who have re
tailer clients — and you fraction
alize costs while benefiting from
a pooling of intelligence.”
M r . M a d d e n : “Yes. And if CPAs
can go as a group to a manufac
turer, the manufacturer himself
may assume the burden of devel
oping programs for them. Beyond
that, it might even be worthwhile
for the manufacturer to tailor ma
chinery to a CPA group’s specifi
cations, perhaps building in cer
tain specialty features or special
core programs for frequently
used functions.”
M r . C a r e y : “This kind of stan
dardization could have the addi
tional advantage of strengthening
the CPA’s confidence in his fa
miliarity with the equipment as a
safeguard against tampering or
fraud.”
[ E d . N o t e : The above dialogue
is a small sampling of the discus
sion which ranged over many
other questions, such as how to
assure sanctity of clients’ informa
tion in a computer center? what
added services could the Institute
furnish members in the computer
area? and how can the creator of
a computer program protect his
rights in it from unwarranted use
by others? All the material gen
erated by this discussion has been
made available to the computer
committee and the staff personnel
working on the computer project.
At press time the committee
was meeting with the Systems De
velopment Corporation to crystal
lize the long-range objectives of
the Institute’s computer program.]
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AICPA testifies on Treasury’s proposed
consolidated tax return regulations
At a Treasury hearing in Wash
ington, D.C., December 8 the
American Institute presented its
case for changes in the agency’s
proposed consolidated tax return
regulations.
Representing the Institute, Al
bert H. Cohen, a subcommittee
chairman of the committee on
Federal taxation, set forth what
he called the Institute’s “corner
stone” recommendations. These
included: extension of the unit
concept of the affiliated group;
co-ordination of the provisions
covering basis adjustments and
excess losses with economically
realistic proposed regulations un
der Section 1552, covering earn
ings and profits; and clearer de
lineation of effective dates.
Mr. Cohen told the Treasury
that “the committee believes that
the provisions dealing with inter
company transactions and the
concepts of deferred gain or loss
and deferred earnings and profits
are in general accord with sound
financial accounting practice. We
have some specific suggestions for
change which we believe would
improve the soundness of these
provisions. . . . [In addition to its
oral presentation, the Institute al
so submitted to the Treasury a
memorandum containing about
fifty other recommendations for
changes in the proposed regula
tions.] All of these are made with
in the framework of the deferral
pattern of the proposed regula
tions.
“We also wish to endorse the
general acceptance evident in the
proposed regulations of the ‘unit’
concept of an affiliated group re
gardless of whether or not con
solidated returns are filed. This
concept is most evident in the
definition of the term ‘separate
return limitation year’ and the
manner in which that term is ap
plied in imposing limitations on

utilization of net operating losses,
investment tax credits, and for
eign tax credits arising in separate
return years. We make a number
of suggestions which we believe
are necessary to more fully accept
the unit concept.”
Commenting specifically on one
significant recommendation, Mr.
Cohen said:
“The proposed regulations pro
vide that ‘deconsolidation’ will be
an event calling for restoration of
deferred gain or loss items if de
ferred gains or losses on inventory
are involved or if consolidated
returns are filed for less than three
consecutive taxable years. We find
both these rules difficult to jus
tify.
“If deferred accounting for in
ter-company inventory gains and
losses is sound, as we believe it
is, the deferral should survive de
consolidation and be restored in
the normal course upon realiza
tion outside the group. This is the
rule provided for other deferred
items and we see no persuasive
reason to depart from it in the
case of inventory gains and losses.
In most cases, in fact, restoration
will occur normally in the first
deconsolidation year under the
general rules proposed.
“The rule triggering restoration
on deconsolidation following less
than three consecutive consolidat
ed returns is arbitrary and inequi
table. If there is a major change
in law which prompts the Com
missioner to grant blanket permis
sion to deconsolidate, all groups
should be permitted to do so with
out penalty.
“In all other cases we believe
the requirement for permission of
the Commissioner in itself pro
vides sufficient safeguards against
capricious in-and-out consolida
tions to make a mandatory, arbi
trary rule both unnecessary and
undesirable.”

An inform al interview with the Treasury provides insight to:

What the Federal agency practice rules mean
for members of the accounting profession
The Federal agency practice bill, S 1758, was
signed into law by the President on November 8.
On November 16 the Treasury issued interim
regulations ( published in the January Journal of
Declaration of qualification.
The new agency practice law pro
vides that “any person who is duly
qualified to practice as a certified
public accountant in any state,
possession, territory, common
wealth or the District of Colum
bia may represent others before
the Internal Revenue Service of
the Treasury Department upon
fili n g with that agency a written
declaration that he is currently
qualified as provided by this sub
section, and is authorized to rep
resent the particular party in
whose behalf he acts.”
The Treasury’s interim rules
provide that “any person who is
duly qualified to practice as a
certified public accountant in any
state . . . and who is not currently
under suspension or disbarment
from practice before the Internal
Revenue Service, may practice
before the Internal Revenue Serv
ice upon filing a written declara
tion. . . .” In the written declara
tion, the CPA must state his full
name, address and telephone
number; state that he is author
ized to represent a particular
party and give the name and ad
dress of that party, and indicate
that he is duly qualified to prac
tice as a CPA in a particular state.
Q. I am qualified to practice as
a CPA in my state and currently
have an unexpired Treasury card.
Do I have to file the written dec
laration of qualification?
A. The Treasury indicates that
pending the issuance of new regu
lations a CPA currently holding

Accountancy) pending issuance of final regulations

covering agency practice by attorneys and CPAs.
To help members interpret the interim rules, The
CPA put the following questions to the agency.

an unexpired Treasury card will
be presumed to qualify for prac
tice before the IRS and no written
declaration will be required.
Q. I am qualified to practice as
a CPA in my state, and I filed my
application for a Treasury card
one week before S 1758 was
signed into law. What will hap
pen to my application? Will I get
a Treasury card? Must I file the
written declaration of qualifica
tion?
A. All applications for Treasury
cards pending before S 1758 was
signed on November 8 will be
returned to the applicants togeth
er with a refund of the filing fee.
Treasury cards to new applicants
will not be issued. As of press
time, the Treasury thinking is
that any CPA who does not cur
rently have a Treasury card would
have to file a declaration of quali
fication in each IRS office in which
he practices. The declaration will
be required for each taxpayer that
the CPA represents.
Q. I filed an application for re
newal of my Treasury card two
weeks before S 1758 was signed
into law. Will I obtain a new
Treasury card and must I file the
written declaration of qualifica
tion?
A. As is the case regarding ini
tial applications for Treasury
cards, renewal applications will
be returned to the applicants.
Treasury cards will not be re
newed. The written declaration

of qualification will be necessary
as indicated in the answer above.
Power of attorney. S 1758 states
that nothing in the new law shall
be construed “to prevent an agen
cy from requiring a power of at
torney as a condition to the set
tlement of any controversy in
volving the payment of money.”
Although the Treasury’s interim
rules do not cover the question of
power of attorney, it is under
stood that until such time as the
Treasury issues new regulations
regarding the procedures for the
use of powers of attorney, the
current rules will continue to ap
ply.
Disciplinary proceedings. S 1758
states that nothing in the new
law shall be construed “to au
thorize or limit the discipline in
cluding disbarment of persons
who appear in a representative
capacity before any agency.”
The Treasury interim rules pro
vide that the current rules re
garding disciplinary proceedings
." . shall remain in force and ap
plicable until such time as new
rules . . . shall be promulgated.”
One Treasury official said that
he felt the new law placed more
responsibility on the professions —
both accounting and legal — for
the discipline of their members.
He felt that at the appropriate
time the Treasury and representa
tives from the professions should
get together to discuss how the
disciplinary procedures should be
handled.
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“ U. S. News" sets record straight
on widely quoted student survey
The September CPA (page 12)
carried a letter by Byron Kern,
which referred to a survey re
portedly conducted by U.S. News

& World Report.
Mr. Kern quoted an article in
the May 28 issue of Life Lines
entitled “Are We Sowing Slave
Mentality?” The article noted
that a survey of high school and
college juniors showed that more
than 50 per cent of the students
canvassed were against the “Amer
ican free-enterprise system.”
In connection with Mr. Kern’s
letter, U.S. News has advised The
CPA as follows:
“We have received a copy of a
section from your September is
sue titled ‘Members express their
thoughts on students’ attitudes
toward business.’ In it reference
was made to a study which orig
inally was mentioned in Action
magazine with respect to ‘national
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surveys of high school seniors and
college juniors.' The report was,
however, in error in saying that
U.S. News & World Report had
conducted such surveys.
“The figures from the article
have been widely used, and we

have written a good many letters
to point out that this magazine
did not participate in the surveys.
“There has been considerable
reprinting of these figures since
they first appeared in Action, and
we have been trying to set the
record straight as far as U.S. News
& World Report is concerned
wherever we have seen them
used and attributed to this maga
zine. W e are glad to have the op
portunity to do the same for you.”

Opinions of Members Requested
A special annual Opinion of
the Accounting Principles Board
may be in the works. And, ac
cording to the Board, the views
of the membership are essential
to the success of the project.
The Board has decided that
a portion of its first meeting
of each calendar year shall be
devoted to a review of its issued
Opinions, from the standpoint of
acceptance, continued applica
bility, or changed conditions, and
to a consideration of items on

which there appears to be sub
stantial agreement and which of
themselves do not seem to re
quire the issuance of a separate
Opinion.
The next meeting of the Board
will be in February. Members
with views on items for such
an Opinion should write to Rich
ard C. Lytle, Administrative
Director of the Accounting Prin
ciples Board, at the Institute, 666
Fifth Avenue, New York, N ew
York 10019, by February1
.
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